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EXTENSION OF EXPORT CONTROL ACT OF 1949 





THURSDAY, APRIL 19, 1956 


Unitrep Starrs SENATE, 
ComMITTEEn ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON INTERNATIONAL FINANCE, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 301, Senate 
Office Building, at 10:35 a. m., Senator J. W. Fulbright (chairman 
of the subcommittee) presiding. 

Present: Senators Fulbright, Frear, and Beall. 

The CuatrmMan. The committee will come to order. 

This is a meeting of the Subcommittee on International Finance 
of the Banking and Currency Committee of the Senate on S. 3238, 
to provide for contination of authority for regulation of exports, and 
for other purposes. 

The United States has exercised controls over exports since July 2, 
1940, under a succession of different laws. The current authority for 
export controls is contained in the Export Control Act of 1949. | This 
was extended for 2 years in 1951 and extended for 3 years in 1953. It 
expires on June 30, 1956. A copy of the act, as extended, will be 
inserted in the record. 

The act authorizes the President to prohibit or curtail the exporta- 
tion from the United States of all commodities, including technical 
data, to the extent necessary— 

(a) to protect the domestic economy from the excessive drain of searce mate- 
rials and to reduce the inflationary impact of abnormal foreign demand; (b) to 
further the foreign policy of the United States and to aid in fulfilling its inter- 
national responsibilities; and (c) to exercise the necessary vigilance over exports 
from the standpoint of their significance to the national security, 

The President has delegated this authority to the Secretary of Com- 
merce, subject to the statutory requirement that no short supply con- 
trols may be exercised over any agricultural commodity if the Secre- 
tary of Agriculture has determined that the supply of the commodity 
is in excess of the requirements of the domestic economy. 

As required in the act, the Secretary of Commerce has reported 
quarterly on activities under it. The 34th report, covering the 4th 
quarter of 1955, also contains a general review of the export controls 
since 1940. Consequently, the Congress has had fairly complete 
ingacmaaien A Deang way the Export Control Act has been admin- 
istered. 

On January 31, 1956, Secretary Weeks recommended that the act 
should be extended for 3 years. A copy of his letter will be inserted 
in the record, §. 3238 was introduced on February 20, 1956, to carry 
out this recommendation, and favorable comments on it were received 
from the Departments of State, Defense, and Agriculture, and the 
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International Cooperation Administration. Copies of S. 3238 and 
these supporting letters will be inserted in the record. 

One problem which has caused concern is the matter of exports of 
iron and steel scrap. Domestic consumption and exports of such 
scrap have been at very high rates, and the price of such scrap has 
increased greatly since 1954. Because of this concern, I requested 
the Department of Commerce to prepare a comprehensive report 
on the subject, which will be inserted-foHlowing the testimony of the 
Department representatives. I have also received a letter from 
Senator Pastore containing a summary of analysis of the scrap situa- 
tion, which I understand was prepared by the Department of Com- 
merce, together with comments on this summary. These will also 
be inserted in the record. 

I also wish to insert a letter from Senator McClellan, chairman of 
the Committee on Government Operations of the Senate, offering an 
amendment. I ask that the letter and the amendment be placed in 
the record at this point, together with the other documents mentioned. 

(S. 3238; the Export Control Act of 1949: a copy of the letter of 
January 31, 1956, from Secretary Weeks; the comments of State, 
Defense, Agriculture, and ICA; and the letter from Senator McClellan 
and his amendment are as follows:) 


[S. 3238, 84th Cong., 2d sess.] 
A BILL To provide for continuation of authority for regulation of exports, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 12 of the Export Control Act of 1949 
(63 oe. 7), as amended, is amended by striking out “1956” and inserting ir lieu 
therecf ‘'1959”’. 





DEPARTMENT OF COMMERCE, 
OFFICE OF THE SECRETARY, 
January 31, 1956. 
Hon. J. W. FuLsricat, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C. 


Dear Mr. Cuatrman: The Export Control Act of 1949, as amended (50 U. 8S. 
C., appendix secs. 2021-2032), expires by its terms on June 30, 1956. I recom- 
mend that the Congress extend this law for another 3 years and I am attaching a 
proposed draft bill to that effect. 

As you know, this act authorizes the Government to control exports of com- 
modities and technical data from the United States to foreign countries to the 
extent necessary to safeguard our national security, further our foreign policy, 
and protect our domestic mamenag 

It is our considered judgment that the flexible powers granted by this law are 
needed now and will continue to be needed for the indefinite future. At the 
present time, export controls are used to strengthen our national security and to 
further our foreign policy of relieving world tensions by permitting only peaceful 
goods to be shipped to the U. 8. 8. R. and its satellites, while preventing strategic 
commodities from going to build up their war potential. These objectives also 
require the use of export controls to deny all United States goods to the ceponey 
nations, Communist China and North Korea, and the careful ation of com- 
— shipped to the sensitive areas near them, namely, Macao and Hong 

ong. 

License controls are also used for shipments of strategic commodities to friendly 
countries in order to prevent unauthorized diversion, transshipment, or reexporta- 
tion of the commodities to the Soviet bloc. In addition, certain commodities, 
chiefiy in the metals field, are controlled for export to various foreign countries 
because of a continued tight domestic supply situation. Finally, unpublished 
technical data relating to such matters as advanced industrial developments, 
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technology, prototypes, and special installations significant to the security.of the 
United States are controlled to prevent unauthorized export to Soviet countries. 

As far as we can foresee, world conditions after June 30, 1956, will continue to 
require the control of exports from the United States, as they have in the past. 
The Export Control Act will therefore continue to be essential to accomplish 
this result. It is, of course, possible that the present nature and scope of these 
controls may be changed to meet future situations of world tension, but the 
flexibility provided by the Export Control Act makes it an excellent instrument 
for such purposes. Experience in the administration of export controls over the 
past decade shows that changes in world conditions are apt to occur swiftly, 
requiring speedy and effective action of the executive branch to safeguard the 
national interest. 

On the other hand, if the need for this law should at any time within the next 
3 years completely disappear, the act itself provides in section 12 (50 U. 8S. C. 
appendix, sec. 2032) ready methods of termination by concurrent resolution of 
the Congress or Presidential designation. 

The extension requested may be accomplished by an amendment to section 12 
of the act, changing the termination date from June 30, 1956, to June 30, 1959. 
A similar extension was made in 1953 by Public Law 62, 83d Congress, approved 
June 16, 1953. An extension for 3 years is particularly appropriate because 
experience with previous extensions has shown that a shorter period tends to 
create problems of planning and personnel retention that make difficult efficient 
administration of this law. 

For budgetary, planning, and personnel reasons, I also urge consideration of 
this request by the Congress as early in the forthcoming session as possible. We 
have been advised by the Bureau of the Budget that it would interpose no ob- 
jection to the submission of this legislation to the Congress, and further, that 
enactment of this legislation would be in accord with the program of the President. 

Sincerely yours, 
SinctarR WEEKS. 


AN ACT To provide for continuation of authority for the regulation of exports, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Export Con- 
trol Act of 1949.” 


FINDINGS 


Sec. 1. (a) Certain materials continue in short supply at home and abroad so 
that the quantity of United States exports and their distribution among importing 
countries affect the welfare of the domestic economy and have an important 
bearing upon the fulfillment of the foreign policy of the United States. 

(b) The unrestricted export of materials without regard to their potential 
military significance may affect the national security. 


DECLARATION OF POLICY 


Sec. 2. The Congress hereby declares that it is the policy of the United States 
to use export controls to the extent necessary (a) to protect the domestic economy 
from the excessive drain of scarce materials and to reduce the inflationary impact 
of abnormal foreign demand; (b) to further the foreign policy of the United States 
and to aid in fulfilling its international responsibilities; and (c) to exercise the 
necessary vigilance over exports from the standpoint of their significance to the 
national security. 

AUTHORITY 


Sec. 3. (a) To effectuate the policies set forth in section 2 hereof, the President 
may prohibit or curtail the exportation from the United States, its Territories 
and possessions, of any articles, materials, or supplies, including technical data, 
except under such rules and regulations as he shall prescribe. To the extent 
necessary to achieve effective enforcement of this Act, such rules and regulations 
may apply to the financing, transporting, and other servicing of exports and the 
participation therein by any person. 

(b) e President may delegate the power, authority, and discretion conferred 
upon him by this Act to such departments, agencies, or officials of the Government 
as he may deem appropriate. 

(c) The authority conferred by this section shall not be exercised with respect 
to any agricultural commodity, including fats and oils, during any period for 
which the supply of such commodity is determined by the Secretary of Agriculture 
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to be in excess of the requirements of the domestic economy, except to the extent 
required to effectuate the policies set forth in clause (b) or clause (c) of section 2 
hereof. 


CONSULTATION AND STANDARDS 


Sec. 4. (a) In determining which articles, materials, or supplies shall be con- 
trolled hereunder, and in determining the extent to which exports thereof shall be 
limited, any department, agency, or official making these determinations shall seek 
information and advice from the several executive departments and independent 
agencies concerned with aspects of our domestic and foreign policies and operations 
having an important bearing on exports. 

(b) In authorizing exports, full utilization of private competitive trade channels 
shall be encouraged insofar as practicable, giving consideration to the interests of 
small business, merchant exporters as well as producers, and established and new 
exporters, and provisions shall be made for representative trade consultation to 
that end. In addition, there may be applied such other standards or criteria as 
may be deemed necessary by the head of such department, or agency, or official 
to carry out the policies of this Act. 


VIOLATIONS 


Sec 5. In case of the violation of any provision of this Act or any regulation, 
order, or license issued hereunder, such violator or violators, upon conviction, shall 
be punished by a fine of not more than $10,000 or by imprisonment for not more 
than one year, or by both such fine and imprisonment. 


ENFORCEMENT 


Sec. 6. (a) To the extent necessary or appropriate to the enforcement of this 
Act, the head of any department or agency exercising any functions hereunder 
(and officers or employees of such department or agency specifically designated 
by the head thereof) may make such investigations and obtain such information 
from, require such reports or the keeping of such records by, make such inspec- 
tion of the books, records, and other writings, premises, or property of, and take 
the sworn testimony of, any person. In addition, such officers or employees 
may administer oaths or affirmations, and may by subpoena require any person 
to appear and testify or to appear and produce books, records, and other writings, 
or both, and in the case of contumacy by, or refusal to obey a subpoena issued 
to, any such person, the district court of the United States for any district in 
which such person is found or resides or transacts business, upon application, 
and after notice to any such person and hearing, shall have jurisdiction to issue 
an order requiring such person to appear and give testimony or to appear and 
produce books, records, and other writings, or both, and any failure to obey 
such order of the court may be punished by such court as a contempt thereof. 

(b) No person shall be excused from complying with any requirements under 
this section because of his privilege against self-incrimination, but the immunity 
provisions of the Compulsory Testimony Act of February 11, 1893 (27 Stat. 443), 
shall apply with respect to any individual who specifically claims such privilege. 

(c) No department, agency, or official exercising any functions under this Act 
shall publish or disclose information obtained hereunder which is deemed con- 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information unless the head of such department 
s agency determines that the withholding thereof is contrary to the national 
nterest. 

EXEMPTION FROM ADMINISTRATIVE PROCEDURE ACT 


Sec. 7. The functions exercised under this Act shall be exeluded from the oper- 
ation of the Administrative Procedure Act (60 Stat. 237), except as to the require- 
ments of section 3 thereof. 

QUARTERLY REPORT 


Sec. 8. The head of any department or agency or official exercising any func- 
tions under this Act shall make a quarterly report, within forty-five days after 
each quarter, to the President and to the Congress of his operations hereunder. 


DEFINITION 


Sec. 9. The term “person’’ as used herein shall include the singular and the 
lural and any individual, partnership, corporation, or other form of association, 
including any government or agency thereof. 
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EFFECT ON OTHER ACTS 


Sec. 10. The Act of February 15, 1936 (49 Stat. 1140), relating to the licensing 
of exports of tinplate scrap, is hereby superseded; but nothing contained in this 
Act shall be construed to modify, repeal, supersede, or otherwise affect the pro- 
visions of any other laws authorizing control over exports of any commodity. 


EFFECTIVE DATE 


Sec. 11. This Act shall take effect February 28, 1949, upon the expiration of 
section 6 of the Act of July 2, 1940 (54 Stat. 714), as amended. All outstanding 
delegations, rules, regulations, orders, licenses, or other forms of administrative 
action under said section 6 of the Act of July 2, 1940, shall, until amended, or 
revoked, remain in full force and effect, the same as if promulgated under this 
Act. 

TERMINATION DATE 


Sec. 12. The authority granted herein shall terminate on June 30, 1956,! or 


upon any prior date which the Congress by concurrent resolution or the President 
may designate. 


DEPARTMENT OF Stats, 


March 19, 1966. 
Hon, J. W. Futsricnut, 


Chairman, Committee on Banking and Currency, 
United States Senate. 

Dear SENATOR FuLBRIGHT: Reference is made to your letter of February 22, 
1956, acknowledged on February 23, in which you requested a report from the 
Department of State on 8, 3238, to provide for continuation of authority for 
regulation of exports, and for other purposes. 

The Department cf State concurs in the desirability of extending the Export 
Control Act of 1949, as amended, through June 30, 1959. Authority to control 
United States exports is needed as one of the means of attaining foreign-policy 
objectives and as a protection, chiefly of a contingent character, against excessive 
drains of searce materials. 

The Department believes that that portion of the security trade control 
program of United States, which is administered under this act, is a necessary 
adjunct to the overall foreign policy of the United States, and further believes 
under present conditions that this program plays an important role in the achieve- 
ment of our foreign-policy objectives with respect to the Soviet Union and other 
Communist bloc countries. In this connection, all available information indi- 
cates that the selective trade controls of the United States vis-a-vis the Soviet 
bloc, based on criteria designed to impede the warmaking potential of the bloc 
have made effective contributions to our national-security objectives. 

Since the cessation of hostilities in Korea, the need to control exports to protect 
the domestic economy from excessive drains of scarce materials has been very 
limited and is not expected to be significant in the foreseeable future. The 
Department of State understands that the administration of the Export Control 
Act respecting scarcity situations will continue to be in agreement with policies 
of maximum reliance on market forces to effect demand-and-supply adjustments 
and of maintaining only the degree of economic controls essential to achievement 
of national objectives. While it is expected that export controls for scarcity 
reasons will be required in only a few instances, and for limited periods of time, 
continuation of the authority provided for this purpose is desirable. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
Rosert C. Hit, 
Assistant Secretary 
(For the Acting Secretary of State). 


1 As amended by Public Law 62, 83d Cong., approved June 16, 1953. 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE JupDGE ApDvocATE GENERAL, 
Washington 25, D. C., April 19, 1956. 
Hon. J. W. Fuisrtent, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CHatrRMaNn: Your request for comment on 8. 3238, a bill to 
provide for continuation of authority for regulation of exports and for other 
purposes, has been assigned to this Department by the Secretary of Defense for 
me preparation of a report thereon expressing the views of the Department of 

efense. 

The purpose of this bill is to amend the Export Control Act of 1949 to continue 
for an additional period of 3 years the authority thereunder for the regulation of 
exports. The extension of the Export Control Act of 1949 would continue a policy 
of using export controls to further the foreign policy of the United States in ful- 
filling its international responsibilities. It would continue the protection of the 
domestic economy from the excessive drain of scarce materials thereby reducing 
the inflationary impact of abnormal foreign demand and allow the continuing 
exercise of the necessary vigilance over exports from the standpoint of their 
significance to the national security. 

Export controls have benefited the Department of Defense by withholding 
strategic and critical materials from the Soviet bloc and by increasing the avail- 
ability of these materials for defense needs. 

In view of the importance of this bill to the national defense, the Department 
of the Navy, on behalf of the Department of Defense, strongly favors the enact- 
ment of 8. 3238. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on 8. 3238 and that the 
enactment of the bill would be in accord with the program of the President. 


Sincerely yours, 
Ira H. Nunn 


Rear Admiral, United States Navy, 
Judge Advocate General of the Navy 
(For the Secretary of the Navy). 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., April 11, 1956. 
Hon. J. W. Fu.srieut, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear SEnatTOR Futsricut: This is in reply to your letter of February 22, 1956, 
for a report on 8. 3238, a bill to provide for continuation of authority for regulation 
of exports, and for other purposes. 

This bill would amend section 12 of the Export Control Act of 1949 (63 Stat. 7), 
as amended, by striking out “1956” and inserting in lieu thereof “‘1959”’’. 

This Department agrees that the authority contained in the Export Control Act 
should be extended beyond its present expiration date of June 30, 1956. 

Under this authority, the Department of Commerce has developed a compre- 
hensive program for insuring that strategic and critical materials are not exported 
to ean destinations. It would appear essential that these controls be 
continued. 

The Bureau of the Budget advises that the enactment of this proposed legisla- 
tion would be in accord with the program of the President. 

Sincerely yours, 
True D. Morss, Acting Secretary. 


INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D. C., March 7, 1956. 
Hon. J. W. Fu.srieat, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CuHarrMan: With respect to your request of February 22, 1956, 
for this agency’s comments on 8. 3238, a bill to provide for continuation of author- 
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ity for regulation of exports, and for other purposes, I am pleased to report that 
the International Cooperation Administration favors the enactment of this pro- 
posed legislation. 

The Bureau of the Budget advises us there is no objection to the submission 
of this report and that the enactment of this bill would be in accord with the 
President's program. 

Sincerely yours, 
GuILForD JAMESON, 
Deputy Director for Congressional Relations. 


Unitrep Srates SENATE, 
CoMMITTEER ON GOVERNMENT OPERATIONS, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 
April 18, 1956. 
Hon. J. W. FutBricat 
Chairman, Senate Banking and Currency Commiitee, 
United States Senate, Washington, D. C. 


My Dear Senator Fuisricut: I have today proposed an amendment to 
S. 3238, the extension of the Export Control Act of 1949. My amendment calls 
for the cooperation of the executive agencies in the future in furnishing documenta- 
tion and information to Congress and congressional committees in matters per- 
taining to export controls. 

The Senate Permanent Subcommittee on Investigations has been holding 
hearings on the relaxation of export controls which permitted highly strategic 
materials to flow into the Soviet bloc. This was accomplished by the concur- 
rence of the United States in the relaxation of the international controls. 

The actions taken by the United States agencies and personnel in this country, 
according to the testimony received, indicate that one-third of the items on the 
list; namely, 150 items or categories, were decontrolled by our own Government 
prior to negotiations on an international level. 

The executive departments have seen fit to refuse the details of how this was 
done, by whom it was done, and the reasons therefor. While a small part of 
this subject may be classified in the interests of national security, in a large part 
this information is not in this category and I strongly feel that this information 
should be made available to Congress. It is to prevent this type of thing from 
happening in the future that I have proposed this amendment. 

n view of the above, I strongly urge that the proposed amendment receive 
favorable consideration. 
Sincerely yours, 
Joun L. McCuevuan, Chairman. 


[S. 3238, 84th Cong., 2d sess.] 
AMENDMENTS 


Intended to be proposed by Mr. McClellan to the bill (8. 3238) to provide for con- 
tinuation of authority for regulation of exports, and for other purposes, viz: 
On page 1, line 3, immediately after the word “That,” insert the subsection 
designation ‘*(a)’’. 
On page 1, after line 5, insert the following new subsection: 
“(b) Each department, agency, office, officer, and employees in the executive 
branch c ed with any duty in the administration of such Act shall, upon de- 
mand made by any committee or subcommittee of either House of the Congress 
having jurisdiction with respect to the subject matter of such Act, produce before 
such committee or subcommittee all such documentary evidence concerning the 
administration of such Act as such committee or subcommittee shall determine 
to be necessary for the exercise of its ne agers functions, or to study the opera- 
tion of Government activities at all levels with respect to such Act with a view to 
determining the economy and efficiency of such operations. Any documentary 
evidence so demanded which has been classified for reasons of national security 
shall be received by any such committee or subcommittee on a classified basis 
and shall be examined in executive session. No officer or employee of any such 
department, agency, or office shall be entitled to withhold from any such com- 
mittee or subcommittee any evidence, oral or written, with respect to the admin- 
istration of such Act by any such department, agency, or office.”’ 
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The CuarrMan. The witnesses this morning representing the De- 
artment of Commerce are Marshall M. Smith, Deputy Assistant 
ese for International Affairs; accompanied by John C. Borton, 
Director, Office of Export Supply; Wilbur L. Williams, Chief, Metals 
Section, Office of Export Supply, Bureau of Foreign Commerce; and 
Nathan Ostroff, Assistant General Counsel, Department of Commerce. 
Mr. Smith, we are glad to have you aad will be happy to hear what 
you have to say. 


STATEMENTS OF MARSHALL M. SMITH, DEPUTY ASSISTANT 
SECRETARY FOR INTERNATIONAL AFFAIRS; ACCOMPANIED 
BY JOHN C. BORTON, DIRECTOR, OFFICE OF EXPORT SUPPLY; 
WILBUR L. WILLIAMS, CHIEF, METALS SECTION, OFFICE OF 
EXPORT SUPPLY, BUREAU OF FOREIGN COMMERCE; AND 
NATHAN OSTROFF, ASSISTANT GENERAL COUNSEL, DEPART- 
MENT OF COMMERCE 


Mr. Sarita. I wish to thank you for the opportunity to appear before 
this committee to explain the need for continuing the Government’s 
authority to regulate exports. Under present law, this authority 
will expire on June 30 of this year, and Secretary of Commerce Weeks, 
in his letter of January 31, 1956, recommended that it be renewed 
for another 3 years. This recommendation has the approval of the 
other executive agencies concerned, including Defense and State. 

The authority for the regulation of exports from the United States 
has been vested in the President and delegated by bim to the Secre- 
tary of Commerce. Within the Department the Bureau of Foreign 
Commerce has been assigned operational responsibility and adminis- 
ters this activity under the general direction of Assistant Secretary 
McClellan and myself. 

The committee staff has been provided with extra copies for your 
review of our Thirty-Fourth Quarterly Report on the administration 
of the Export Control Act. Since we anticipated that this report 
would be issued and available at the time of the consideration of the 
act’s extension, we have made the report more comprehensive than 
would normally be the case. 

I believe you will find that this report gives a good deal of material 
which should prove of interest, As you know, we have had substan- 
stantially the present type of authority to control exports since 1940, 
and the report explains how the law has been used to meet the different 
problems occasioned by changing world conditions. 

The Export Control Act authorizes us to regulate exports to the 
extent necessary to: (1) Safeguard the national security against harm- 
ful exports of strategic items; (2) to protect.our economy against 
excessive drain of important commodities in short supply which are 
eae for domestic use; and (3) to accomplish specific foreign policy 
objectives. 

t seems almost superfluous for me to tell you that the Government 
continues to need to control exports in the interest of national security. 
There is no evidence that the underlying pattern of Soviet hostility 
has changed, and the ease with which the Soviet bloc changes its focus 
of —_ one area of the world to another makes it necessary 
os the Government remain constantly alert and prepared to counter 
such moves. 
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It is clear that we must continue to take special precautions to see 
that United States goods of strategic significance do not go unchecked 
to the trouble spots of the world. And, in particular, of course, we 
want to deny strategic goods to the European Soviet bloc and to 
implement the Government’s policy to embargo all goods to Com- 
munist China and North Korea. 

Closely related to our controls for reasons of national security are 
controls exercised in the interest of foreign policy. Those two pur- 

oses are, of course, one and the same in most instances; however, 
rom time to time a problem arises which requires review or limitation 
of exports in the interest of a specific foreign policy objective. Matters 
of this type relating to foreign policy are necessarily worked out very 
carefully with the Department of State. 

So-called short-supply controls to protect the domestic economy 
are undertaken only when they are demonstrably necessary and 
then only after the most careful study of the impact of such controls 
on all segments of United States industry. Possible effects on 
economies of friendly countries are also weighed before such controls 
are established. The Export Control Act authorizes the imposition 
of such controls whenever there is an unusual foreign demand which 
may seriously drain our ae of important commodities, and have 
an inflationary impact on the economy. ‘The act properly leaves to 
administrative discretion, however, the nature and extent of such 
controls; that is, for example, whether actual quantity limits on 
exports are warranted, or whether it suffices to exercise surveillance 
over individual export transactions that allows for prompt imposition 
of more restrictions if necessary. 

At the present time only seven commodity groups are subject to 
short-supply controls. This compares with approximately 200 at 
the height of the shortage period during the Korean emergency. The 
commodities now subject to short-supply controls to the free world 
as well as to security controls to the Soviet block are aluminum an 
aluminum scrap, copper and copper scrap, industrial diamonds, iron 
and steel scrap, nickel and nickel scrap, Salk vaccine, and selenium. 
The degree of control over these commodities varies. Nickel metal 
and certain types of nickel scrap, as well as refined copper of United 
States origin are under a doenlied closed-quota which amounts to a 
practical embargo. Aluminum metal, on the other hand, is under 
so-called open-end control under which licenses are required but are 
issued fairly freely unless it appears that undue amounts are being 
exported. The other items are subject either to specific quantitative 
quotas or special licensing restrictions. For example, licenses for 
iron and steel scrap are granted only on a cargo-by-cargo basis to 
applicants who can show that scrap will be available within the short 
validity period of the license and that a previously issued license has 
been utilized by the actual shipment of a cargo of scrap. 

Short-supply controls are usually reviewed on a quarterly basis 
and take into account the latest statistical information on exports 
and both foreign and domestic market conditions. Details regarding 
the current short-supply controls are given in the background papers 
which already have een provided to the committee staff. 

I should like now to take a little more time in going over the matter 
of security controls because this part of our work is now the most 
important one. 
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SECURITY EXPORT CONTROLS 


In connection with security export controls, our main job, of course, 
is to prevent the Soviet bloc from obtaining United States goods of 
strategic importance. At present our regulations require that 
validated licenses be obtained for all commodities prior to export, 
directly or indirectly, to the Soviet bloc. Generally speaking, appli- 
cations for such exports are approved only in the case of nonstrategic 
goods, and it is our intention m the near future to authorize a limited 
list of such goods to be exported to the Soviet bloc without requiring 
prior approval of each shipment. 

The main problems in administering this Government’s policies 
regarding export of strategic goods arise not from shipments declared 
to be destined to the bloc, but rather from shipments declared to be 
for use in other friendly countries. We must recognize the real 
possibility that even where United States goods are shipped to 
friendly countries ostensibly for use there, they may be intended to 
be resold and shipped to the Soviet bloc. This point can also be 
illustrated statistically by noting that in the last 6 months of 1955, a 
total of almost 100,000 applications for proposed shipments to the 
free world were reviewed by the Bureau of Foreign Commerce, as 
compared to only about 400 applications covering proposed shipments 
to the Soviet bloc. 

Since the vast preponderance of applications for friendly countries 
are for strategic materials, we do not approve a license if we have 
reason to believe that the goods may be diverted to the Soviet bloc. 
Obviously, there cannot be complete certainty in this business, but 
we have devised a number of procedures and checks which are used 
both in licensing and post-licensing and are intended to verify the 
proposed export and assure that it will be carried through as repre- 
sented. This sytem, which is described in greater detail in a separate 
statement furnished to the committee staff, is the result of several 
years’ experience and is, we believe, reasonably effective. 

It includes the checking of license applications against intelligence 
information concerning the parties involved in the proposed transac- 
tion; prechecking through the Foreign Service of selected applications 
for the purpose of determining the reliability of the consignee and 
the bona fides of the transaction; inspection of shipping documents 
and, on a spot-check basis, physical inspection of actual shipments 
at the ports of exit; tracing the arrival and disposition of selected 
shipments for compliance with the terms of the licenses; and a variety 
of documentary requirements calculated to put foreign importers and 
freight forwarders, as well as our own businessmen, on notice of our 
export regulations. 

Tn addition to these mechanical techniques, it should be remarked 
that officers engaged in export licensing work have developed over the 
years a considerable body of knowledge about commodity movements 
and uses, and about persons engaged in legitimate trade in particular 
commodities. This knowledge is valuable in meipin to detect and 
prevent questionable transactions. Also, throug the work of the 
United States Customs Service and through trade intelligence and 
other sources abroad we obtain information and act upon alleged 
attempts to move United States goods through indirect channels to 
the Soviet bloc. 
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ADMINISTRATION 


I am pleased to be able to report that our trade relations are quite 
satisfactory. We operate with a maximum of public notice and trade 
consultation so far as our rules and regulations are concerned. Export 
control regulations are published in the Federal Register, as are com- 
pliance orders. In addition, detailed procedural material which is 
primarily for trade use is published in an annual loose-leaf service and 
supplemented by current export bulletins. Up-to-date copies of 
these materials have been made available to the committee staff. 

We try to enforce our regulations as fairly as possible, but also 
with the knowledge that prompt, effective compliance action is one 
of the best deterrents to potential violators. Both criminal and eivil 
penalties as well as administrative sanctions are invoked against 
violators. Violations are punishable by fine and imprisonment, and 
our regulations also provide for suspending or terminating the privilege 
of obtaining licenses or otherwise participating in export trade. In 
addition, the customs collectors have authority to seize goods at- 
tempted to be exported illegally. For your information, we have 
furnished the committee staff a summary record of our compliance 
activities since April 1953. 

As a final word, I should like to repeat to you what Secretary Weeks 
said in part, in his letter to the chairman: 

As far as we can foresee, world conditions after June 30, 1956, will continue to 
require the control of exports from the United States, as they have in the past. 
The Export Control Act will therefore continue to be essential to accomplish 
this result. It is, of course, possible that the present nature and scope of these 
controls may be changed to meet future situations of world tension, but the 
flexibility provided by the Export Control Act makes it an excellent instrument 
for such purposes. Experience in the administration of export controls over the 
past decade shows that changes in world conditions are apt to occur swiftly, 
requiring speedy and effective action of the executive branch to safeguard the 
national interest. 

Mr. Chairman, I showed to you earlier a letter on the subject of 
scrap exports signed this morning by the Secretary in response to 
your letter of April 2. I would like to ask that this letter be made a 
part of the record. 

The CuarirMAN. Yes; without objection, that will be done, after 
your testimony. 

Mr. Smirx. As it is quite lengthy, I will not attempt to read it, 
but perhaps I should make reference to a few of the points in here. 

The Cuarrman. I wonder if you could not summarize the principal 
points in it for us. 

Mr. Smita. I will endeavor to do that. 

This letter relates to the short-supply control problem involved 
in the matter of iron and steel scrap exports. This matter we realize 
has had a great deal of attention by both the Congress and the public, 
as well as by the executive branch, and particularly by the Secretary 
of Commerce. The problem revolves around the question (1) of 
whether there is or is not a shortage currently; and (2) whether or not 
the exports which are taking place constitute a danger in terms of 
the mobilization base on which we rely in time of national emergency. 

This letter points out that the price increases which have taken 
place during the past 12 months are substantial, but in relation to 
price increases in other commodities, including the price of finished 
steel, they are not excessive. 
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We have also endeavored to show that the price rise in scrap has 
not had a serious inflationary impact on our economy, and that the 
price of steel has moved up without any particular regard to the cost 
of scrap. 

As regards the depletion of our national inventory, we find ourselves 
in a position of not having sufficient information either in the Govern- 
ment or in industry to arrive at a sound judgment. One can only 
guess, and I venture to say that in time we will have this information. 
We are in the process of accumulating it and studying it, and 

The Chairman. Would the Bureau of Mines be of any assistance to 
you? Do you consult them? 

Mr. Suiru. We do indeed, sir; but they do not have this information 
either. 

The CuarrMan. You are gathering it yourself, are you? 

Mr. Smiru. Yes, sir. At the request of the Office of Defense 
Mobilization. Until we have substantial evidence then, and until 
this study is completed, we do not feel that there is justification for 
the imposition of any greater degree of control over these iron and 
steel scrap exports than is presently in effect. 

There is another point which this letter makes, I think of consid- 
erable significance, and that has to do with the foreign demand. The 
European and Japanese steel industries are, like ours, operating at 
maximum capacity. We believe that the maintenance and continua- 
tion of these high rates of production are not only important to these 
countries, but important to us as well, because we have done so much 
to help them to arrive at these levels of production in our muiual 
interest. 

As to the future, we have pointed out in the letter here that the 
European Coal and Steel Community as well as the British steel 
industry are making efforts to reduce their needs for scrap, particu- 
larly United States scrap, which they can ill afford to buy. We can 
go into more detail, if you like, to cover that aspect of the problem, 
but the letter I think emphasizes that point, and I believe that is 
really the gist of the letter, Mr. Chairman. 

The CHaArrMan. For the record I wanted to suggest that the 
letter and the suggested amendment from Senator McClellan be 
submitted to you to give you time to think it over before you testify 
about it. I put it in the record, but you will be supplied with a copy 
and then you can give it consideration, unless you feel you are already 
acquainted with it. Have you seen it before? 

Mr. Osrrorr. No; we did not get the letter before, but we got a 
copy of the proposed amendment last night. 

he CHarRMAN. Are you prepared to testify on it? 

Mr. Osrrorr. No. We would prefer to submit our comments in 
writing. 

The CuairMan. You can think it over and submit it in writing. 

Mr. Smirx. Thank you. 

(The following letter was received for the record:) 


Tue Secretary or ComMMERCE, 
Washington 25, April 27, 1956. 





Hon. J. Wiiiaam FuLericat, 
hairman, Senate Committee on Banking and Currency, 
United States Senate, Washington, D. Ce 
Dear Mr. Cuarrman: At your committee’s hearing on April 19, 1956, on 
S. 3238, the bill to extend the Export Control Act of 1949, you very kindly ac- 
corded this Department the privilege of commenting upon Senator McClellan’s 
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proposed amendment to 8. 3238, filed April 18, 1956. I greatly appreciate this 
opportunity, for I regard the proposed amendment as of major importance to the 
administration of the Export Control Act, and transcending the act, to the opera- 
tions of the executive branch in pursuance of its constitutional responsibilities. 

At the outset, I would like to make it clear that I believe wholeheartedly that 
the Congress and its committees are entitled to information about the administra- 
tion of any law and operations of Government activities needed for the exercise 
of legislative functions. 

Congress and the public are entitled to know at all times the actions of this 
Department and the reasons for them. The Department of Commerce has clearly 
followed this principle scrupulously by giving full information to Congress about 
its administration of export controls. 

Our quarterly reports to the Congress on the administration of the Export Con- 
trol Act comprise a compendium of information about current developments in 
the operation and enforcement of the law. Alli determinations of a policy or regu- 
latory nature are accounted for in these reports, as well as in bimonthly current 
export bulletins; in a looseleaf compilation of the regulations, called the compre- 
hensive export schedule, which are also published in the Federal Register; and in 
numerous informational announcements released through the press as they occur. 
Also bearing on administration of the export control law are the Bureau of the 
Census trade statistics which make available complete current information about 
exports of commodities, their nature, value, and destinations. As you know, all 
of our trade statistics, United States and international, are published in full detail 
by this Department. 

In addition, whenever requested, we furnish congressional committees and 
Members of Congress specific data concerning decisions made and operations 
under the Export Control Act to the fullest extent possible. My correspondence 
with Senator McClellan, appended to the printed part 1 of the recent hearings 
on East-West trade before the Permanent Subcommittee on Investigations of the 
Senate Committee on Government Operations, illustrates my willingness to 
cooperate to the fullest and at the same time highlights some of the most important 
reasons why I believe that the proposed amendment to 8. 3238 should not be 
adopted. refer particularly to my letters of January 13, February 29, and 
March 5, 1956, reprinted at pages 275-277, 278-279, and 280-281 of the hearings. 
I also refer in this connection to the letter of February 20, 1956, from Acting 
Secretary of State Herbert Hoover, Jr., to Senator McClellan, reprinted at pages 
282-284 of the hearings, since I joined in the views expressed therein, as appears 
from my letter of February 27, 1956, reprinted at the top of page 278 of the 
hearings. I believe this correspondence and developments in the executive session 
of the Permanent Subcommittee on Investigations, held on April 19, 1956, will 
demonstrate the following: 

1. Responsible officials of this and the other departments charged with any 
duty in the administration of the Export Control Act have been prepared to 
furnish Congress and congressional committees and subcommittees full informa- 
tion about decisions made and actions taken and the reason. 

2. They are also willing at all times to furnish in executive session on a classi- 
fied basis such information as is classified for reasons of national security. 

3. It would not, however, be proper for any official or employee of the executive 
branch to divulge, other than in executive session of a committee or subcommittee 
of the Congress, sensitive information pertaining to our relations with other 
governments, I know you will agree that breaches of confidence in international 
affairs lead to embarrassment and can have adverse effects upon the foreign 
relations of the United States. 

4. It is settled principle that working papers and other such materials and 
information prepared by subordinate employees and officials, containing advice 
or communications pertaining to the internal operations of the executive branch 
should be retained by the executive branch when in its judgment their release 
would be prejudicial to the public interest. As I have said, decisions and the 
reasons for making them should be freely given, in a proper manner, by the 
officials who made them. But the advice given by subordinates and other internal 
and undigested data is in a different category. In this area are conflicting 
opinions, often preliminary and incomplete, sometimes erroneous and later revised, 
perfected, or overruled. Such materials are almost necessarily misleading because 
easily taken out of context and misjudged, just as, I am sure, would be a record 
of debates and staff comments in an executive session of any congressional com- 
mittee or similar deliberations of our courts. Publication of such working 
materials can discourage frank and full expressions of opinion by employees in 
any branch of the Government who do not exercise policy or action responsibility. 


76805—5t-—- 2 








14 EXTENSION OF EXPORT CONTROL ACT OF 1949 


The proposed amendment would for the foregoing reasons handicap sound 
administration and proper policy determination. It would run counter to the 
responsibility with which the executive branch is charged under the Constitution. 
The existence of this power and responsibility is necessary to the orderly and 
efficient operation of each of our three great branches of Government and to 
protect the public interest. 

There are other important problems not mentioned in the correspondence with 
Senator McClellan. I might refer, for example, to trade information concerning 
individuals and their private trade transactions, the release of which might 
work needless and serious competitive injury. Such information is neces- 
sarily acquired in the course of regulating exports, as are investigative reports 
and other data, collected from witnesses and suspected violators in the course 
of investigations of alleged violations of the Export Control Act. 

The Bureau of the Budget advises that it has no objection to the transmission 
of this report, that it concurs in the views expressed therein, and that enactment 
of the proposed amendment would not be in accord with the President’s program. 

Sincerely yours, 
Stinctarr Weeks, Secretary of Commerce. 


Senator Frear. May I ask the chairman’s indulgence for a couple 
of questions? I know it is not the courteous thing to do. 

The CuarrmMan. Most certainly. I understand the Senator from 
Delaware has another hearing and would like to ask some questions 
so that he may be able to leave. Therefore I yield to him at this 
time. 

Senator Frear. As of December 31, I believe, you had an embargo 
or at least some restrictions on the export of hog bristles, but you 
did not on nylon bristles, although you did on nylon cloth for the 
making of parachutes. I wonder why you would have restrictions 
on hog bristles and not nylon bristles. 

Mr. Smrru. I think I will ask Mr. Borton to answer that, although 
I think I know the answer. He is our expert at this time. 

Mr. Borton. The hog bristles came originally from Communist 
China. It is the only place in the world where they grow bristles of 
the right size which are best for paint brushes. It was a stockpile 
item. Eventually more than adequate supplies were bought by the 
stockpile. Subsequently the stockpile people got word from the 
military the nylon bristles had been perfected to the point where 
substitutes were adequate for the hog bristles. 

Senator Frear. That answers my question. Thank you very 
much. There were some of us who thought nylon bristles were 
superior. 

Mr. Bortron. Everybody is now in agreement on it. 

Senator Frear. You quoted from the Secretary’s letter of January 
31 in the last paragraph of your statement that this act authorizes the 
control of exports from the United States. My second question is 
whether your Department exercises any control, either directly or 
through any other agency of the United States, over the exports of 
strategic materials to the Soviet bloc? 

Mr. Smirn. We exercise the control ourselves, Senator, on exports 
from the United States. Are you referring to exports by the United 
States or other countries? 

Senator Frear. The question is this: Some of our allies have been 
accused of exporting strategic materials to the Soviet bloc and we have 
been replacing those strategic materials from the United States. I 
understand you have direct control over export licenses to friendly 
countries as far as shipments from the United States is concerned, as 
well as those to the Soviet bloc. But in what relation does that place 
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your agency with respect to any exercise of control over the export 
of identical strategic materials from our friendly allies? Why could 
not Great Britain, or some other country, export these strategic ma- 
terials and then we replace them, and thereby they would be doing 
what we are attempting to avoid? 

Mr. Smiru. That is a very good question, Senator, and one which 
gives us concern, I can assure you. We have several possible 
ways of dealing with that problem, one which lies to a large extent 
within the hands of the Commerce Department, and another one on 
which we serve only in an advisory capacity. We are members of the 
interagency committee which advises the Administrator of the Battle 
Act in respect to international controls which are arrived at by mutual 
agreement among the participating countries. Therefore our role 
insofar as exports from those countries is concerned, is one largely of 
an advisory nature. So far as the replacement of goods of a strategic 
nature being exported to the Soviet bloc by a friendly country is con- 
cerned, I would say that the problem lies in determining what is 
strategic, because some of the things we consider strategic the other 
countries do not agree with us on. We have always endeavored, and 
with some success in a few instances, to discourage that by suggesting 
that we might not ship goods if they undertook to export similar 
goods. 

Senator Frear. They exercise no control over what you define as 
strategic goods, however? 

Mr. Smira. That is correct. It is a problem which we cannot 
always resolve to our own satisfaction. 

Senator Frear. As a member of this interagency advisory commit- 
tee I assume that your relationship with the State Department is one 
in which they certainly take cognizance of your views, and the back- 
ground and the knowledge that you have of our supplies. Is that 
correct? 

Mr. Smirn. That is correct, Senator. 

Senator Frear. There is no way in which you can exercise any 
control over the State Department or any other agency to say that 
this must or shall be done? It is purely advisory? 

Mr. Smiru. That is correct, Senator. 

Senator Frear. Thank you. I think that answers my questions. 
Thank you very much, Mr. Chairman. 

. be Chairman. Do you have any questions right now, Senator 
eall? 

Senator Beaty. Mr. Chairman, Senator Frear asked the question 
that I was going to ask. We hear so much about the exporting of 
materials to the Soviet bloc. I was wondering why we could not 
have something that would tell the State Department or somebody 
else if you feel you are exporting something that is of a critical nature. 
Why could you not stop that if you have control over it? Why do 
we have to let them have it? 

Mr. Samira. If I understand you correctly, Senator, you are referring 
now to the items that we ship abroad? 

Senator Brau. If you think they are criticai, who is there to say 
to you, if you control them, that they are not critical? 

r. Smira. It all depends on what happens to the goods, if. these 
goods are, as we have every right to assume, to be used purely within 
the confines of the consignee’s country and not for reexport. 
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Senator Bratt. Do you have a way of knowing whether they are 
being reexported or not? 

Mr. Smrru. Yes, sir. We have controls over that and we have 
commitments from these countries. We have prepared statements on 
our procedures for security-export controls and our legal enforcement 
activities which might be helpful to the committee. 

(The statements referred to appear at pp. 49 and 51.) 

Senator Brau. It is not only your own material you are exporting 
but similar material some friendly country might be making on their 
own, then exporting, and replacing with our own materials. Do you 
know what they are doing? 

Mr. Smiru. Oh, yes. We know what the movement is. We do 
not always know it as promptly as we would like, but we are ultimately 
informed. That is correct. 

Senator Beaty. Mr. Chairman, that seems to be the big concern 
of everybody here, which we hear so much talk about. That is, 
our exporting critical materials to our allies, and our allies, in turn, 
exporting them. I was very much interested to find out how much 
of that was going on. 

The CuarrMan. Maybe we will find out. That is what Senator 
McClellan has been trying to find out, some ot the things he asked. 
I do not know whether he succeeded in finding out or not. The things 
he is interested in on that committee are really under the Battle Act, 
I believe. Is that right? 

Mr. Smirn. That is correct. 

The CuarrMan. Between you and the Battle Act Administration 
there is purely an arrangement of comity; is there not? You cannot 
control them, but you do consult with them back and forth and try 
to keep in line? 

Mr. Smrru. We advise them and they advise us. 

The CuarrmMan. That is what I figured. The State Department 
really controls that. The ICA under the policy direction of the State 
Department really controls that. Is that correct? 

Mr. Smirn. That is correct. 

The CuarrmMan. Mr. Reporter, in connection with this matter the 
staff has supplied a short memorandum explaining quite clearly the 
relationship between the Battle Act and this act. I believe it would 
be well to put it in the record beeause it enlarges on the comment | 
made. Without objection, that will be done. 

(The memorandum referred to follows:) 


Batt_Le Act 


A clear distinction must be made between the Export Control Act of 1949 and 
the Battle Act (the Mutual Defense Assistance Control Act of 1951), Exports 
from the United States are controlled under the Export Control Act. _The Battle 
Act is designed to limit exports from other free world nations to the Soviet bloc, 
using United States foreign aid as a lever to prevent exports of strategic materials 
and commodities from free world nations to the Soviet bloe. 

Administration of the two acts is separate. The Export Control Act is admin- 
istered by the Secretary of Commerce. The Battle Act is administered by the 
International Cooperation Administration (formerly FOA, MSA) in the Depart- 
ment of State. 

Coordination between the administration of the two acts is effected through a 
number of committees on which representatives of all interested agencies serve. 
The Advisory Committee on Export Policy of the Department of. Commerce is 
concerned with activities under the Export Control Act. It is chaired by the 
Assistant Secretary of Commerce for International Affairs (Mr. McClellan) and 
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is responsible to the Secretary of Commerce, The Economic Defense Advisory 
Committee is concerned with activities under the Battle Act. It is chaired by 
the Deputy Administrator of the Battle Act (Admiral Delaney) and is responsible 
to the Administrator of ICA (Mr. Hollister) and the Secretary of State. 

The CuarrMan, There are a few questions I wanted to ask you. 
Why do you think a 3-year extension is better than 2 years? It has 
been 2 years on several of the previous extensions. Why are you 
asking for 3 years? 

Mr. Samira. I think, Mr. Chairman, the last extension, in 1953, was 
for 3 years. I am informed it was. But, aside from that, this is an 
organization, this Export Control Group, of many specialists who 
require a considerable amount of training. If we do not have con- 
tinuity in an a aay of this kind, it becomes a very difficult ad- 
ministrative problem to keep in being an organization that is effective. 

Furthermore, as I understand it, the act can be terminated by the 
Congress by concurrent resolution when the need for the operation 
ceases. 

Mr. Osrrorr. That is right. 

Mr. Smrrn. So the mere fact that it might be extended for 3 years 
does not necessarily mean we would be in business for 3 years. 

The Cuarrman. Coming to the scrap business, do your measures 
on scrap iron and steel hold down exports of scrap substantially, in 
your opinion? 

Mr. Smirn. I would say, Mr. Chairman, they do not hold them 
down substantially, but they are designed to prevent speculation, 
which had been a serious an prior to the institution of the present 
restrictions. 

The CaarrMan. Speculation by whom? 

Mr. Smirx. By the people engaged in buying and selling, who 
many times were not engaged ip but saw an opportunity to conduct 
profitable operations in entering into what I ee speculative opera- 
tion, which consists largely of getting hunting licenses and going out 
and looking for a customer. 

All we did was make it impossible to get a hunting license before 
you had a customer. 

The CuarrMan. So you think the principal effect was to control 
the speculation, rather than the actual export to needed and legifi- 
mate customers? 

Mr. Smirx. Yes. I think so. 

The Cuarrman. How do a justify the controlling of inflation on 
scrap iron in contrast to steel or any other commodity? Why is scrap 
iron picked out as the object of your attention? 

Mr. Smita. We would—if scrap iron and steel were deemed to be 
in sufficiently short supply to warrant additional restrictions we would 
probably apply restrictions to semifinished steel for the reasons that 
we have not restricted finished steel generally, because the movement 
of steel has been both ways. 

I might ask one of my assistants here if he could give us information 
on what that movement has been. Mr. Williams, do you know or 
could you tell us what the import and export movement of steel is? 

Mr. Wirzams. Iamsorry. I do not have the figures but I believe 
they are in a document that is here on the table. This is for the past 
year. At the same time I was able the other day to revise these 
figures for the first month of this year to show the January 1956 trade 
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as well. Perhaps, Mr. Chairman, you are interested primarily in the 
last 2 years, and the first month of this year. I can go back a little 
further, if you wish. 

The CuarrmMan. That will probably serve the purpose. 

Mr. Wiitams. In 1954 the exports of semifinished steel were 
94,938 tons; the imports were 48,625 tons. In 1955 the exports of 
semifinished steel rose to 721,116 tons, and the imports of semifinished 
steel rose to 193,864 tons. 

On finished steel the 1954 exports were 2,564,000 tons, and imports 
738,971 tons. In 1955 both figures likewise rose. The finished steel 
exports rose to 3,149,773 tons and the imports of finished steel rose 
not so markedly, but somewhat, to 781,694 tons. 

I was under the impression that I had the January figures here, sir; 
but I do not seem to find them. 

The CHarrman. There is a substantial movement in finished steel 
both ways. Is that correct? 

Mr. WiuiaMs. That is correct. 

Mr. Samira. That is right, although the preponderance has been in 
the past year in the form of exports, but there still appears to be about 
half—the net export is about half of what the scrap exports were. We 
would normally not want to take an action which would interfere 
with the long-term markets developed by an established industry for 
a specialized product. 

The Cuarrman. Did you say that the finished steel is about half 
the tonnage of scrap? 

Mr. Smiru. The next movement. 

The Cuatrman. The next movement in tonnage? 

Mr. Smiru. Of tonnage. Yes. You see, scrap is not the same. 
You do not have to send out salesmen and establish customer relations 
built up over a long period of years in order to sell scrap. It is a 
commodity that moves 1 month and the next month maybe it does 
not move, depending on the law of supply and demand. So that you 
do not have as much at stake, really, and we do not want to disrupt 
the established trade unless the situation is really serious. 

The Cuatrman. I noticed in the report of the Small Business Ad- 
ministration on page 15 it said this: 

Small businesses complain of inability to obtain steel, steel scrap, aluminum, 

nickel, copper, newsprint, plate glass, lead and other materials. 
The point immediately arises as to why you pick out steel scrap, in 
this connection, and not steel or, as far as I know, newsprint or lead 
or plate glass. You have it, as 1 understand it, on steel scrap and on 
nickel. Is that all? 

Mr. Smirx. Copper and copper scrap, and aluminum and aluminum 
scrap. We have prepared a statement on the subject of short-supply 
controls which might be helpful to the committee. 

(The statement referred to appears on p. 59.) 

The Cuatrman. Why do you not have it on newsprint and lead and 
plate glass? 

Mr. Smirnx. Well, Senator, this is the first time that I have heard of 
any shortage of a type that would warrant export control action. A 
situation has to get really to the point where industry is being forced 
to cut down its production for lack of raw materials, or a business, is 
facing a situation which results in the dismissal of employees. There 
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has to be a situation of that kind. That is a matter of how you 
determine or arrive at a judgment as to whether the alleged shortage 
is one that merits Government action, Mr. Senator. There is also 
another problem here. We are talking now about the control of 
exports to minimize a shortage situation, but in many of these items 
you mentioned there we are not doing any exporting, or very little, 
or an insignificant amount of it. The shortage arises from the in- 
adequacy either of our domestic capacity or our inability to import. 
Nickel is an item of that character. Newsprint is another one. We 
rely on Canada to a very large extent. 

The CuarrMaANn. You get most of your nickel from Canada, do you 
not? 

Mr. Smitru. Yes, but nickel is a special situation. There is one 
main source of supply. 

The CHAIRMAN. You have embargoed exports of nickel. Is that 
right? 

Smitn. That is right. We could not afford to let any go. 

The Cuarrman. Is that on a defense basis? 

Mr. Smiru. Both. Nickel is such a high priority item in defense 
production on the one hand and is so basic to our broadly based indus- 
try in iy a from automobiles to sewing machines and steel cast- 
ings, which involve a certain percentage of nickel. But if 1 may refer 
again to the question, as I understood it, you said, why do you put so 
much emphasis on the control of iron and steel scrap. But actually 
we are being critized in certain circles for not controlling it sufficiently. 

I was not aware of the fact that we were overcontrolling it. 

The CHarrMAN. I am not expressing a view that you are. I am 
trying to develop it as best Ican. The thought occurred to me, why 
would you interfere in any respect with scrap and not with semifinished 
or finished steel. You gave one explanation. Whether it is an ade- 
quate one or not I have not yet even tried to judge. If I understand 
it, the reason is that in steel there are established more or less per- 
manently, we hope, at least, relationships in the business world, per- 
haps both as to quality and brand names, and so on, that you do not 
wish to disrupt; whereas no such relations exist with respect to scrap. 
Is that your main reason? 

Mr. Smitx. That is one reason. Yes, sir, Senator. 

The CuarrmMan. Have you any other reason? Because the ques- 
tion may be asked why do you bother the little scrap dealer and not 
interfere with United States Steel? I think you ought to show in the 
record some good reason, if you can, why you do not put the same or 
similar restrictions on steel that you put on scrap. I thought that 
would be a pertinent question in any case. 

Mr. Smiru. Well, I might say that scrap is a very important in- 
gredient in the production of steel. 

The Cuarrman. There is no denying that. 

Mr. Smrtu. The export of scrap, if it increased substantially beyond 
what the present level is, would probably result in the curtailment 
of steel production, which I think the country could ill afford at this 
time. The relative effect then 

The Cuarrman. Is there not the further question, though, that 
they can get it if they are willing to pay the price? It is a competitive 
situation with regard to price. Would you say it is your duty to be 
sure to see United States Steel or any other steel company operate 
to full capacity and earn the greatest possible profit? 
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Mr. Smiru. We are not the least bit concerned about their profits, 
but we are concerned, I think, about the availability of steel to the 
total economy, and the employment which relies on the availability 
of that steel. Therefore it really comes down to the question of 
maintaining some balance in our economy; and where an industry is 
historically important in the export field, we should not unduly disturb 
it. The scrap export business—I have not been around it very long, 
but long enough to see that it varies very substantially, and the scrap 
dealers and collectors are also interested in selling where they can get 
the best possible price. They sell it abroad if they think they can do 
a better business abroad. 

The Cuarrman. Are the exports of iron and steel scrap running now 
above or below last year’s rate of 5 million tons a year? At what 
rate are the exports running now? 

Mr. Smita. ‘About the same rate as last year. Mr. Borton says 
slightly below. 

he CuarrMan. Slightly below last year? 

Mr. Smirx. Our expectations are also that the demands from Europe 
will be less this year. We have good reason to believe they will. 

The CuarrMan. You do not anticipate a worsening of this situation 
this year? 

Mr. Suir. I do not. No, sir. 

The Cuarrman. I should like to insert in the record at this point 
statistics on exports of iron and steel scrap. 

(The statistics referred to follow:) 


United States exports of iron and steel scrap, 1935-55 
[Thousand short tons] 


Source: U. 8. Department of Commerce. 
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United States exports (excluding Canada) and export licenses issued for iron and 
steel scrap, January 1954—A pril 1956 









































Source: U. 8. Department of Commerce, 
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United States exports of iron and steel scrap, 1954 ! 
[Net tons} 


Atlantic coast 


a Mex- % os Total 

* eae = ig ulf | ican Vest - ex 

Gourey destination P Middle | South coast | bor- | coast | shore |Otber| “year” 
At- At- 

lantic | lantie 


Latin America, total | 2, 685) 77, 163) 7, 164) 
Argentina 2, 585|___.. 77, 064) 7, 164 
Mexico--- ee ee EAS 
All other 


Western Europe, total... ..|392, 417| 45, 939|1, 915, 778|661, 534 





European Coal and | 
Steel Community: 
Belgium/Luxem- 
bourg = a 161, 210) 9,700 
France/Saar-__-.._- ‘ 184, 034| 30, 326} - 
Germany, West___- 234, 660 115, 311 
98 


Italy ___- cami 710, 534/185, 245 
Netherlands...._-- <aigh pean nr 3, 321 





Total, European 
Coal and Steel 
Community ---. 


Austria 
Finland __- 


Spain _..--| 6,544 oe “ 
Sweden. _-- 121) 25, 245 


United Kingdom... |171,763| 16,125] 501, 122/257, 492| 63, 337 
Yugoslavia... | 6,970)... -_- 10, 191! 





All other countries: 
Japan es 
Taiwan (Formosa) -.-- 
ee ST 


Total licensed exports 1395, 002 


, 


, 971698, , ; 144, 171| 2, 480|4, 533, 798 
Exports to Canada ?_._.._- 3, 622 407, 189). 55 2,173 


8,410) 421,449 
Total exports, 











453, 128) 2, 023, 971/698, waar, 478|276, a, 886/44, a7a8, 890) 4, 955, 247 


1 Does not include tinplated or terneplated scrap or rerolling rails and axles. 
? Shipments to Canada do not require an export license. 


Source: U. 8S. Department of Commerce. 


United States exports of ferrous scrap, 1953-55, by grades 


| 
1955 


Tons Percent 
Melting scrap: 
Heavy melting steel scrap (Nos. 1 and 
2) 
Baled sheet melting scrap_- 
Borings, shovelings, and 1 turnings. 
Iron scrap _ --- ssp 
Other melting scrap... 


Total iron and steel melting scrap__- 


Other scrap: 
Tinplated and terneplated scrap 
Rerolling rails and axles 


Total, all grades iron and steel scrap. 


1 Revised. 
Source: U. 8. Department of Commerce. 
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The CuarrRMAN. One thought occurred to me about this relation of 
the Battle Act and your control. Do you undertake to evaluate what 
the country that is engaging in trade with the Soviet bloc is receiving 
in return, and whether or not that is of greater benefit to the free 
world, or less? Do you undertake to make such a judgment? 

Mr. Smits. Well, we do insofar as we participate in the interagency 
meetings of the Battle Act administration. But that is primarily 
their responsibility. 

The CHartrman. Theoretically if they judged that the strategic 
materials we are receiving in return are as great or greater, they permit 
the trade. Is that correct? 

Mr. Suir. Yes, sir. 

The CuHarrMANn. Therefore if they approve of that on that basis 
then you do not refuse to export because of inflation. Is that correct? 

Mr. Situ. That is correct. 

The CuarrMan. Why do you think export controls are any different 
or better than any other kind of domestic controls? 

Mr. Situ. I think, Senator, that the Secretary of Commerce has 
pretty well explained his position on the matter of controls. I 
personally have no different views than his. It seems that export 
controls are, as we use them, applied very little with respect to the 
matter of our economy. As I tried to point out, one of the reasons 
why we have only seven items under short-supply control is because 
we dislike interference with the economy. The main value of both 
the short-supply and the strategic controls is that it gives us the power 
to parry the thrusts of our adversaries in the international field. 

The CuarrMan. But that is not true in scrap. It is not adversaries 
who are bothering you. It is your friends; is it not? 

Mr. Souiru. That is true, but we are not exercising any great con- 
trols over the scrap picture. 

The CuHarrMANn. How about nickel? Our friends are being denied 
nickel just as much as our adversaries. 

Mr. Smirn. Nickel partakes of both situations. Since we do not 
control the supply of nickel our primary interest there is to conserve 
every ounce of it. 

The CuatrmMan. Take aluminum then. Nickel was a poor illustra- 
tion because we are dependent on foreign sources. But let us take 
aluminum. We are very large producers of aluminum. 

Mr. Sairn. Yes, sir. 

The CuatrMan. And copper. 

Mr. Smira. Yes, sir. 

The Cuarrman. You control them? 

Mr. Smita. Yes, sir. 

The Cuatrman. Why do you think control by export-control is 
superior to straight domestic control such as we had during the war? 
I want to see why you justify this, as opposed to an OPA, or some other 
kind of domestic program. 

Mr. Suitu. Well, copper is different from aluminum, but I will 
speak about both of them. 

Insofar as copper is concerned, we rely on foreign supply for almost 
50 percent of our total domestic consumption. The copper scrap 
which is generated in this country is an important supplement to our 
domestic supply. Copper is an item which is being stockpiled but to 
which the stockpile has not been—to which idle Yan been supplied 
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for the past year or more, and because of the fact that the Office of 
Defense Mobilization is anxious to acquire more copper for the stock- 
pile under the Stockpile Act, one can only assume that they are some 
way from achieving their objectives. So in agreeing in the interests 
of domestic economy to defer its demands, the Office of Defense Mobili- 
zation has indicated, and we have agreed, that we should not allow any 
domestically generated copper to go abroad so long as the stockpile 
objectives are not being met, with the minor exception of this very 
small amount of 4,000 tons, I believe it is, a quarter, which goes to a 
few countries that are historically dependent upon us for the supply 
of this very small amount of copper. 

The aluminum picture is different in the sense that we do not rely 
on foreign sources for aluminum, but we have had a continuing and 
mounting shortage of aluminum, both primary and secondary. The 
primary aluminum is produced by three companies, and apparently 
they do not have enough excess capacity to serve the smaller basis 
interests and consumers of aluminum. These smaller fabricators of 
aluminum products rely entirely on the so-called secondary aluminum 
market, which is the aluminum produced from scrap. There we find 
that we are not subjecting primary aluminum to any export quota 
because the primary producers are not interested in selling abroad. 
The collectors of aluminum scrap, however, have at various times built 
up substantial movements of scrap to the point where again it seemed 
necessary to put some quota limitations on scrap. This too was tied 
in with the stockpile problem for the same reason as copper. 

The Cuarrmay. That, however, is directed not against Russia or 
the Communists, but it is against our friends, is it not—against 
Britain and France? 

Mr. Surrx. Unfortunately, yes, Senator. Of course, we do not 
a ship a pound of any of these materials to the Communist 
loc. 

The Cuarrman. This is primarily to control price—-the domestic 
price of these particular items—to keep it from going up too much. 
Is that correct? 

Mr. Smrrx. I would not say that, Mr. Chairman. I doubt if the 
relatively small amount of scrap—and I am talking now in relation- 
ship to total consumption, as likewise iron scrap—would have had 
any material effect on the domestic price. I think our emphasis in 
the case of both aluminum and copper is on the stockpile problem 
primarily. 

The CuatrmMan. It would seem to me rather easy for our domestic 
companies, if they were willing to do so, to pay a little higher price. 
The serap dealers are not selling it abroad for their health, but are 
selling where they can get the best price. If domestic companies 
wish to pay for it they can get it here at home, can they not? 

Mr. Smiru. I have no doubt you are right and, in fact, I believe 
they are. Am I right, Mr. Borton, that the price of secondary alumi- 
num is higher than the price of primary? 

Mr. Borrton. It has been. 

Mr. Smrtx. And some has actually been imported at certain times 
because of the fact that there is this shortage and people are willing, 
as you say, to pay the price in order to get what they need. 

The Cuatrman. To your knowledge has there been any complaint 
— part of any of the free countries about our export control 
policy 
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Mr. Situ. Not.recently. We have had 1 or 2 requests in the past 
year for a special consideration in the matter of copper and aluminum, 
but I would say those are very isolated cases. 

The CuartrMan. What countries did they come from? Do you 

remember? 

Mr. SmirH. The requests? I doubt if I would want to put that on 
the record, Mr. Chairman. I would be glad to tell off the record. 

The CHAIRMAN. Why? Do you think it is classified material? 

Mr. Suir. No, I do not know that it is classified, but I doubt if 
it would be in the public interest to give out that kind of information 
for reasons I will mse. to explain to you. 

The CuarrMan. Well, we will receive your reasons in private then. 
I had no idea there was any such consideration involved in the admin- 
istration of this act at this time. 

Mr. Sirs. It does not happen very often. 

The CuHarrMan. It does not involve the Soviet bloc, does it? 

Mr. Smiru. To some—there is a problem of security as well as short 
supply involved. 

he CuarrMan. What part does the BDSA play in the administra- 
tion of this act? 

Mr. Smiru. The BDSA only serves to provide us with information 
on the domestic situation. 

The Cuarrman. Do you consult with them regularly? 

Mr. Smitru. We do. Yes, sir. 

The Cuarrman. With whom do you consult in the BDSA with 
regard, for example, to steel scrap? 

r. Suir. We consult with the Deputy Director and the head and 
other members of the Iron and Steel Division. 

The CuarrMan. Who are they? 

Mr. Smirn. The current Director is a recent appointee, and I do 
not recall his name. The Deputy Director is Mr. Haleomb. He is 
permanent, but the Director is a WOC, and they are changing. 

The Cuarrman. Who is he? 

Mr. Smrru. I do not recall his name, sir. He is a recent arrival 
there in the organization. 

The CuarrmMan. Who was his predecessor? 

Mr. Surrs. _— predecessor was—I know these people but I cannot 
recall his nam 

The estinain. Did he not make a very strong impression upon 
you in consulting with you? 

Mr. Smirn. I am sorry to say these people—I have every reason 
to trust them, but as I say I only meet them very occasionally, and 
they are changing so fast—they come for 6 months, and by the time 
you get to know them they are gone 

The Cuarrman. I think the record ought to show who they are. 
I do not know who they are either. 

Mr. Surrn. Mr. Burley is the gentleman’s name; the present 
director. 

The Cuatrman. John B. Burley? B-u-r-l-e-y? 

Mr. Smirn. Yes 

The Cuarrman. Where is he from? 

Mr. Smrru. I understand he is from Republic Steel. 

The Cuarrman. Did he recommend that you put any jo rea in 
the way of the export of scrap? 
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Mr. Surra. He has not to my knowledge. No. 

The Cuarrman. Did his predecessor? 

Mr. Sirn. His predecessor made recommendations, but I do not 
think I am at liberty to tell you what they were, Mr. Chairman. 

The Cuatrman. Why not? Is that a security matter? 

Mr. Smiru. Well, I think it involves a legal point, but also because 
I think it. is not material, because we had other recommendations, 
and all of the recommendations were not the same; and ultimately 
the Secretary had to exercise his best judgment in a mass of what 
you might call conflicting recommendations. 

The Cuarrman. Mr. Smith, you are not unaware of the criticism 
of WOC’s that has been made ‘by this committee and other people, 
are you? 

Mr. Smiru. That is right. Yes, sir. 

The CuarrMan. It is perfectly obvious, is it not, that if these people 
from Republic Steel, or any other company, come in for 6 months 
and recommend that you control the export of scrap so that they can 
buy it at Republic cheaper than they otherwise would, that it is not 
a situation that is very reassuring to the committee? 

Mr. Situ. I might tell you, Mr. Chairman, that we have not been 
influenced, if you might call it that 

The CuarrMan. If you are not influenced why do you consult them, 
or why do we have them? Why do we not get rid of them? 

Mr. Smirx. Actually, I believe that these WOC directors enter 
very little into these problems, We rely much more on the advice 
of the other permanent people. As I said, the fact that we do not 
quantitatively limit the export of iron and steel scrap.I think speaks 
for itself. Republic Steel or no other steel company has been influen- 
tial in determining our policies. 

The CuatrMan. I would say in that respect you are reassuring in 
what you say about them. I have wondered myself just what good 
the WOC’s do for the 6 months they are here, in undertaking to make 
policy recommendations. I think you recall what was said about 
that last year. 

Mr. Samira. Thatisright. Iam in no position to discuss this matter 
because we do not employ WOC’s on the international side of Com- 
merce, and I have no contact excepting occasional meetings. And, 
as I say, obviously you cannot refuse to listen to a man, but that does 
not necessarily mean you have to take his advice. 

The Cuarrman. Are WOC’s serving without compensation or not, 
do you know? 

Mr. Surirx. Without compensation; yes, sir. 

The Cuarrman. You mean without compensation by the Govern- 
ment. They are compensated by their companies. 

Mr. Smita. Their companies; yes. 

The Cuarrman. So Mr. Burley i is still on the payroll of Republic 
Steel although he at least has the right to consult with you, whether 
you take his opinion or not? 

Mr. Smiru. I might say, Mr. Chairman, that any businessman bas 
the right to consult wit "me; and when I invite and: talk to Mr. 
Burley I do it on the same basis as I would to any other businessman. 

The CHarrman. Generally speaking it is true if private oor 
come to see you, you will see them if you have time? 

Mr. Suiru. That is right. 
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The CHarrMan. But theoretically these people, the WOC’s, are 
brought in and are supposed to have some function, I thought. 
What we are concerned with is just how influential that function is 
and to whom is their responsibility. 

Mr. Samira: I can assure you, Mr. Chairman, as I said, in the 
administration of this act we listen to anyone who has anything to 
say, but we are not in any degree influenced by any particular people 
either in or out of Government, who are not in our judgment itinaed 
and qualified in expressing those opinions. 

The CHarrMan. I wonder if you might say, Mr. Smith, a little 
about the exports to Communist China and North Korea. You 
know there has been a widespread interest in that by the public, by 
certain committees of the Senate, and by Members. Exports, as I 
understand it from the report, have been stopped to China and North 
Korea? 

Mr. Smiru. Yes. 

The CuatrMan. You put an embargo on all exports? 

Mr. SmirH. A complete embargo. 

The CuarrMan. Is that on all strategic materials or all materials? 

Mr. Sarr. All materials. 

The Cuarrman. All materials, strategic or otherwise? 

Mr. Samira. Yes. 

The Cuarrman. When were they stopped? 

Mr. Smiru. These were stopped during the Korean war, December 
1950. 

The CuarrMan. There has been a complete embargo since Decem- 
ber 1950? 

Mr. Smita. December 1950; yes, sir. 

The Cuarrman. Do you consider it has been successfully enforced? 

Mr. Sarru. I do; yes, sir. 

The CuarrMANn. Do you expect to continue the embargo? 

Mr. Smiru. I have no reason to think we will change our policy. 

The CHatrMaAN. You do not intend to change it—and | am not 
saying it but I am trying to develop your point of view—at least until 
the State Department’s policy and the whole policy with regard to 
that area has been changed. Is that correct? 

Mr. Smiru. That is correct, sir. 

The CuarrMaNn. With regard to the shipments to the Soviet bloc 
other than Communist China and- North Korea, is there a similar 
embargo to that area? 

Mr. Smirx. No, sir. The Soviet bloc in Europe, that is to say, 
the U.S. S. R. and the European satellites, are able to purchase from 
the United States goods which we know to be of no strategic impor- 
tance. That, of course, is a matter of judgment. Some people think 
that anything is of strategic value. But you might at least say that 
they are of such a minor strategic importance that it does not—— 

The Cuarrman. Mr, Smith, | am informed that there is a vote on 
the floor. I did not realize it but I have to go over there to vote. 
I wonder if you would mind if we have the questions completed for 
the record by Mr. Hale, our counsel. I do not think any of them 
are very difficult. I did not realize it, but there is a vote on the 
treaty. I think the record is pretty complete. I appreciate your 
coming up. 

Mr. Smiru. Thank you. 
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Mr. Hause. Speaking still about the shipments to the Soviet bloc, 
when was that trade sharply reduced? 

Mr. Smiru. Well, our restrictions to the Soviet trade, I think, were 
initiated in 1948—March of 1948—at which time you might say that 
a judgment was made as to what goods were strategic, and they were 
embargoed. Since that time there has always been some movement 
of goods of a nonstrategic character both ways. 

Mr. Harz. What was the general volume before the reduction 
and afterwards? 

Mr. Sairu. I think it shows that here in our bulletin, does it not? 
I will have to refer to this report here. U.S.S.R. exports in 1947—— 

Mr. Hause. These are the tables on pages 19, 20, and 21? 

Mr. Smrru. We have on page 20 a statement of the principal 
United States exports in thousands of dollars in 1948 through to 
September of 1955, but the totals are: Domestic, $121,623,000 in 
1948 and in 1954 it was $6,012,000. For the 9 months of 1955 it was 
$5,957,000. So there is a rather drastic reduction. 

Mr. Haus. And these tables show the commodities going to the 
European Soviet bloc? 

Mr. Smiru. The Soviet bloc. 

Mr. Hatz. And coming from there to the United States? 

Mr. Smiru. That is correct; yes, sir. 

Mr. Haz. We can put those tables in the record. 

Mr. Sairx. Yes. 

(The tables referred to follow:) 


Dollar value of export license applications processed and issued, and of actual 
exports, to U. S. S. R. and European Soviet bloc, quarterly, 1952-55 


[Thousands of dollars] 


1952: 
First quarter... 
Second quarter 


Srp gt 
2 £eee S822 


8282 8ss 


1955 


Spee 


1 See Thirty-first Quarterly Report, pp. 7-8, for an explanation of the sharp rise in the value of license 
received in the quarters of 1954 and 1952 


ap’ ; 

re eee a pment, SOE INE Hayeees eueet the. Pramas Seed 
31 Glades $3,227,000 of food agricultural insecticides to Hungary, Czechoslovakia, 
Bass Corman under the Sd hiss Maat nena che ee bee ’ 


y 
* Includes $1,511,000 of corn and $5,000 of auteomycin shipped to Czechoslovakia and Hungary in January 
1955 under the President's flood relief program for the Danube Basin. 
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Principal United States exports to European Soviet bloc countries, 1948 and 
1952-55 


{Thousands of dollars} 





Commodity 


Total, including reexports 

Total, domestic 
Animal oils and fats, edible 
ed OS RE | EE 
Cattle hides, wet 
Calf and kip skins, wet_- 
Tallow, inedible_ 
Barley ____-- ; desis i ; 
Corn, except eon enlh:.*. 5-0 see es ; 
Wheat and wheat flour 
Grains and preparations, n. e. ¢ 
Beans and peas, dry ripe--_........--. 
Peanuts _. 
Cooking and salad oils 
Tobacco and manufactures 


ie 
£28 
zi 





rags . - 
Pencil slats __ A SS aa eaten’ 
Petroleum and produets__ Ss cnccnaccbaanaes | 
Iron- and steel-mill products 
Copper and manufactures 
Electrical apparatus 
Industrial machinery -_.-- - - - 
Automobiles, parts, and accessories. 


Oe & 
SZe2 


Coal-tar products 

Medicinal and pharmaceutical preparations 
Industrial chemicals 

Chemical specialties 

Phosphate rock___- 

Articles for relief or charit 

Books, legal forms, and other printed matter 
Scientific and professional apparatus___..........- ull 
Other exports of United States merchandise 


' East Germany not included in 1948. 

2 Includes $3,227,000 of food grains and insecticides exported under the President’s flood relief program 
for the Danube Basin. 

3 Includes $1,516,000 of corn and aureomycin exported under the President’s flood relief program for the 
Danube Basin. 

‘ Includes $89,000 of reexports. 

5 Includes $102,000 of reexports. 

6 Less than $500. 

n, e. c. Not elsewhere covered. 
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Principal United States imports from European Soviet bloc countries, 1948 and 


1952-565 
[Thousands of dollars] 


Commodity 


General imports__.. - 
Imports for consumpti ion? 

Meats and sausage casings. 
Fish products including Shellfish 
Other foodstuffs ___-- 
Furs and manufactures 
Bristles____. 
Feathers, crude_. 
—e unmanufactured 

ops. 
Cotton waste. . 
Raw cotton and linters....._.....---..-.--.--------- 
Wool, unmanufactured 
Hair and manufactures 
Silk waste __. 
Other textiles and manufactures 
Glass and glass products 
Pottery and clay products_. 
Precious and semiprecious stones, "imitations, and 

industrial diamonds 
Manganese ore 
Chrome ore 
Precious metals, paeey, and plated ware. 
Benzene dee 
Naphthalene _- 
Fertilizers and fertilizer materials _- 
Photographic goods___.........._--- 
Artworks and antiques 
Beads and fabrics and articles of beads_- 
Vessels returned (lend-lease) . 
All other imports_........--- 5 3, 716 33,575 


s 
& 
se 


183 
Ss 


— 
— 


_SSeeeuue 





1 East Germany not included in 1948. 
2 Commodity data are imports for consumption. 
3 Includes an estimate for all shipments valued $1-$250 each. Prior to 1954low-value imports reported on 


“formal entries” were distributed by commodity and those reported on “informal entries”’ were omitted. 
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Mr. Hare. To what extent has the United States trade with the 
free world eliminated the necessity of the free world trading with the 
Soviet. bloc? 

Mr. Sarrx. I am afraid it will never be possible to eliminate a 
desire for trade with any country, on the part of any country, perhaps 
other than our own. Perhaps we are unique in that respect. While 
our imports have increased. only within the past year, I think, by 
about 8 percent as compared with 1954, and 8 percent of our imports 
is about equal to the value of the western European exports to the 
Soviet Union, but the mere fact that they can get more business from 
us does not discourage them from trying to do business elsewhere, 
unfortunately. 

I do not, believe that there is any answer to this problem in terms 
of merely providing increased markets in the United States. It helps 
in a negative sense. We might say if we were not buying more from 
other free world countries that they would be forced to sell more, but 
the mere fact. that we buy more does not mean they are not going to 
be interested in selling whatever else they have to sell. Does that 
answer your question? 

Mr. Haug. Yes. What is the extent of the United States exports 
to and imports from the free world? 

Mr. Samira. I will have to make a little calculation but our exports, 
excluding aid, I think, are somewhere in the neighborhood of $12 
million. We have a table here on page 56 which shows total expendi- 
tures for the 9 months period ending September 1955, and we could 
supply you with, I think rather soon if not already, for the record the 
full year’s tabulation. 


But I would point out that these figures are total exports and, there- 
fore, include a certain amount of aid shipments. ether or not 
you would like to get the figures exclusive of aid, I do not know. 

Mr. Hate. I think this question would be best answered with 
figures for aid separately and the figures for other than aid perhaps 
for 1954 and 1955. 

Mr. Samira. Yes. We will be glad to supply you with the export- 


and-import figures of the United States, exc 
1954 and 1955. 

Mr. Haus. And aid separately? 

Mr. Saira. Yes. 

(The material submitted in accordance with this request appears on 
p. 33 and the following pages.) 

Mr. Yineuine. With regard to your comments on Senator Mc- 
Clellan’s amendment, when do you think you can furnish those? 

Mr. Sartu. I think within 2 or 3 days. 

Mr. Yineurna. Will you furnish them with sufficient copies so that 
we can furnish all the members copies of it? 

Mr. Smrrn. Yes. 

Mr. Hater. That concludes the questions Senator Fulbright wanted 
to have asked. 

Mr. Yrnourna. The hearing is recessed. 

Whereupon, at 11:55 a. m., the hearing was recessed.) 

(The following material was received for the record:) 


uding aid, for the years 
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{From World Trade Information Service, pt. 3, No. 56-13] 


SratisticAL Reporrs—TotaL Export anp Import TRADE oF THE UNITED 
Sratres, JANUARY—-DECEMBER 1955 anp Comparisons WitTH 1949-54 


United States Department of Commerce—Sinclair Weeks, Secretary 
Bureau of Foreign Commerce—Loring K. Macy, Director 


EXPLANATORY NoTES 


This monthly report presents statistics on United States exports and imports 
pertinent to an evaluation of current trends in foreign trade. erall values and 
index numbers are shown in time series, and commodity and geographic distribu- 
tions of the trade are presented for current and other recent periods. Export 
data for all periods have been adjusted to conform insofar as possible to the 1955 
classifications; ! all figures contain revisions issued through December 1955. 

Export statistics. —Export figures cover all merchandise shipped from the United 
States customs area, with the exception of supplies destined for United States 
armed Forces abroad for their own use. Values are f.a.s. port of export. Classi- 
fication of data by country is on the basis of ultimate destination, as far as known. 

In addition to commercial trade, the data include aid and relief shipments made 
largely under the following programs: Lend-lease in the war years; UNRRA in 
the immediate postwar years; civilian supplies sent to occupied areas through the 
United States Armed Forces beginning 1944;2 ECA program beginning April 
1948 and mutual defense assistance program beginning Fuly 1950, both con- 
tinuing under the mutual security program since the beginning of 1952. Separate 
figures are shown in this report for grant-aid military equipment and supplies 
exported.by the Department of Defense under the mutual defense assistance and 
mutual security programs. Export data on other foreign-aid shipments in recent 
years are not separately compiled. 

Security restrictions prevent publication of detailed statistics for selected com- 
modities, which are referred to as special category, types I and II. For type I, 
which includes military equipment and a few special 7 of machine tools, com- 
modity and country breakdowns are not available. For type I, which includes 
heavy-duty tires and tubes, high grade aviation motor fuels, aviation and auto- 
motive lubricating oils, certain radio and electrical apparatus, heavy tractors, 
military motor vehicles and aircraft, ammunition,' and other items, commodity 
data without country designation are available. For complete listing of the special 
eategory items see the July 1955 Foreign Trade Statistics Notes, issued by the 
Bureau of the Census. 

This report presents, therefore, two sets of commodity totals in table 4—one 
set excluding all special category items and the other excluding only type I items. 
Ia table 6, totel exports, including special category items, ere shown for the 
selected areas for which totals are available and exports, exclusive of all special 
category items, are shown by continent. Exports by country in table 7 sre ex- 
clusive of all special category items, whether sent as commercial shipments or 
under any of the aid programs. 

Import statistics—Import figures cover foreign merchandise received in the 
United States customs area. General imports represent merchandise entered 
immediately upon arrival into merchandising or consumption chennels plus 
commodities entered into bonded customs -warehouses for storage. “[mports for 
consumption include merchandise entered immediately’ upon arrival into mer- 
chandising or consumption channels plus withdrawals from bonded customs 
warehouses for consumption. 

Import values represent foreign value at port of export, and therefore exclude 
insurance, transportation, and other charges incident to arrival in the United 
States. Generelly, imported goods are credited in the statistics to the country 
of origin—not necessarily the same as the country from which purchase or ship- 
ment was made. Where information on the origin of merchandise is not available, 
the importation is credited to the country from which shipped. 


! Security restrictions have recently been relaxed to permit publication of data, etre eee 1954, 
on exports of several items formerly classed “special category.”” These items include cargo 
transports and used nonmilitary aircraft 3,000 pounds and over dynamite, and shells. 

. an — supply export statistics compiled beginning 1947, only estimates of total available prior to 
year. 
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CALENDAR YEAR 


January-March. .... 
1952—October-December.- -.- 
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April-June. - _- 
January-March. ...... 


July-September - ..._.- 
April-June____........ 


July-September - -....- 
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[Values in millions of dollars. 


Trade balances are based on data in tables 7 and 8] 
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PROCEDURES UsED IN REGULATING AND SAFEGUARDING Security Export 
CoNTROLS 


Security export controls have been instituted for the purpose of preventing 
the Soviet bloc from acquiring strategic goods from the United States, either 
directly or indirectly. All exports declared to be destined for the Soviet bloc 
require a validated license. Applications for such exports are approved only in 
the case of nonstrategic goods and where there is no evidence that the goods are 
actually intended for reshipment to Communist China or North Korea. 

Shipment of strategic goods to friendly countries must be safeguarded, however, 
since obviously such goods could be illegally diverted to the Soviet bloc. One of 
the principal problems in the administration of the export control program has 
been the need to identify those export license applications, allegedly for legiti- 
mate exportation to friendly countries, which possibly involve exportation to the 
Soviet bloe through third countries or other devious channels. The control 
methods and administrative techniques employed to discover and prevent such 
illegal transactions are described below. 


COMMERCIAL NAME INTELLIGENCE 


The Department of Commerce maintains on a current basis extensive files of 
commercial intelligence information concerning the operations of many thousands 
of foreign businessmen and firms, including a large number of questionable reli- 
ability. While this information is valuable for a variety of purposes, it is espe- 
cially important and is regularly used in export licensing. If there is derogatory 
information about any of the parties named in an export license application, pre- 
cautions are taken to guard against risks of transshipment before undertaking to 
approve the application in question. 


PRELICENSING AND POSTLICENSING CHECKS 


There are several devices used in the licensing and postlicensing period which 
are intended to verify the transaction and assure that it will be carried through 
as represented in the license applications. Prior to issuing the license, one or 
more of the following procedures are applied to the application: 


1. Transaction check 


When there is little or no information about the parties to a proposed export 
transaction involving a strategic commodity, an export transaction check is made. 
This consists of an investigation on the spot by United States Foreign Service 
officers, for the purpose of determining whether the importer has actually placed 
an order covering the proposed shipment, whether he has a legitimate use for the 


goods, and whether there is any likelihood of transshipment or diversion of the 
goods. 


2. Consignee statement 


Every application for an export license to ship goods to destinations outside 
the Western Hemisphere must be accompanied by a written undertaking by the 
proposed importer as to what he will do with the goods and that he will not re- 


export them without the prior approval of the United States export licensing 
authority. 


3. Import certificate-delivery verification 


Most countries of Western Europe and Japan have adopted with Canada and 
the United States a procedure called the import certificate-delivery verification 
system which is an elaboration of the technique of the ultimate consignee statement 
just described. Under this procedure, strategic materials are licensed for export 
to these countries only on the basis of a certification by the importer to his govern- 
ment in which he undertakes to import and use the commodity within the named 
country. In the event the importer attempts without prior authorization to 
transship, reexport, or otherwise divert the licensed material, he becomes subject 
to legally enforceable penalties imposed by his own government as well as the 


applicable penalties under United States regulations. As a further safeguard, 
the United States exporter may be required to secure a delivery verification en- 
dorsed by the customs authorities of the receiving country which verifies the fact 
either that the shipment has actually been entered into its customs territory or 
that it is being reexported only as authorized. 
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4. Transit authorization certificate system 


Under the TAC system, cooperating countries do not permit specified lists of 
strategic goods originating in the United States or other cooperating countries 
to pass through their territories in transit to the Soviet bloc unless such shipments 
are covered by transit authorization certificates. Such certificates are issued by 
the exporting country and are submitted to the authorities of the transit country. 
The TAC system supplements the IC/DV procedure and is designed to safeguard 
against illegal diversion of strategic goods that enter free ports or foreign trade 
zones, without actually entering into the customs territory of the transit country, 
thereby becoming subject to that country’s export licensing system. 


LICENSE ISSUANCE 


Because there is always the possibility of forgery or other attempt to alter 
licenses illegally, special safeguards are used in their issuance to minimize such 
risks. Licenses are issued on special safety paper, somewhat akin to paper used 
for currency, and this safeguards against counterfeiting or alteration of licenses. 
In addition. special precautions are taken respecting canceled and amended 
licenses, as well as licenses which are issued but never used by the exporter. 


CUSTOMS CLEARANCE 


After the license is issued, further precautionary measures are taken. No 
exportations from the United States, other than mail shipments, may be made 
unless they are cleared by United States customs at the port of exit. At the time 
the goods are to be cleared, and before loading aboard the exporting carrier the 
exporter or his agents (who can be authorized only by power of attorney on file 
with the collector of customs at the port of exit) must file a shipper’s export 
declaration on which are recorded the essential facts of the exportation. He 
presents therewith his export license, or indicates on the declaration the applicable 
general license. The United States customs makes a documentary check before 
clearing any proposed exportation. It also makes a physical examination of 
merchandise on a spot basis to determine that the goods are as described in the 
export license. This is done, of course, to frustrate attempts to get material out 
of the country through false description. 


ALERTING THIRD PARTIES 


The bills of lading and commercial invoices relating to shipments of strategic 
goods under validated licenses to all destinations are requi by export control 
regulations to carry statements indicating that the goods have been licensed by 
the United States only to the named country of destination and that diversion is 
contrary to United States law. This requirement is designed to make certain 
that all persons concerned, including customs brokers, freight forwarders, banks, 
as well as importers, will be on notice of United States regulations and thereby 
warned against participation in any attempted diversion. 


TRACING SHIPMENTS 


The practice is to trace the arrival and disposition of selected licensed shipments, 
or shipments concerning which information has been developed subsequent to 
licensing which indicates the possibility of illegal diversion. 


SPECIALIZED TRAINED STAFF 


In addition to these effective mechanical techniques, it should be noted that 
officers engaged in export licensing work have developed over the years a con- 
siderable y of knowledge about commodity movements and uses, and about 
persons engaged in legitimate trade in particular commodities. This knowledge 
increases the ability to detect and a questionable transactions. Our 
licensing officers are assisted in this effort by our country specialists and our 
commercial intelligence analysts. The legal and investigative staffs not only 
undertake the detection and prosecution of violations, but also assist in the 
framing of regulations and ures calculated to prevent future violations. 

The effectiveness of the United States control program is enhaneed as 
a result of the deterrent effect of: ng 
Information concerning alleged irregular tra 
of sources, both private and governmental. This information results in an 
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investigation, either by investigators of this Department or by agents of the 
United States Bureau of Customs. The results of this program are reflected in 
part in a separate exhibit entitled ‘“‘Legal Enforcement Activities.’’ 


LEGAL ENFORCEMENT ACTIVITIES 


Both criminal and civil penalties as well as administrative remedies may be 
invoked against violators of export control regulations. Under the Export Con- 
trol Act, violators are punishable by fine and imprisonment; and, by regulation, 
provision has also been made for suspending or terminating the privilege of 
violators to secure or use export licenses. In addition, the customs collectors 
have authority to seize, and under certain conditions to obtain the forfeiture of, 
goods attempted to be exported illegally. 

This report is concerned with the export control enforcement cases handled 
between April 1953 and December 1955. Earlier cases were reported to this 
committee at the 1953 hearing on extension of the act. 

The brevity of the case summaries in the attached list does not permit an 
explanation of the detailed factual elements of each case. Accordingly, the 
various issues of the Federal Register in which our orders have been published 
in full text must be consulted for such information. Lists of firms and indi- 
viduals currently under suspension and Federal Register citations to the perti- 
nent orders are published in the comprehensive export schedule issued by the 
Bureau of Foreign Commerce. 

During the period covered by this report 47 export denial orders were issued 
against nearly 200 American and foreign individuals and firms for various kinds 
of violations, including 17 cases of actual or attempted transshipments. The 
other cases involved such charges as circumvention of quota restrictions, misuse 
of general licenses, falsifications in license applications, shipper’s export declara- 
tions, and other export documents, violations of outstanding suspension orders, 
and other negligent or willful offenses not related, however, to diversions of 
strategic goods to Soviet bloc countries. 

Orders issued in these 47 cases have barred American exporters from shipping, 
foreign buyers from receiving, and American and foreign freight forwarders from 
handling United States goods for periods of time ranging up to the entire duration 
of United States export controls. 

In addition, we list 16 more administrative cases, now awaiting hearings or 
decisions, and involving 72 American and foreign individuals and firms. Of 
these, 11 involve charges of actual or attempted transshipments, and the balance, 
other miscellaneous alleged offenses of various types. he names of the parties 
to these cases are omitted because their culpability has not yet been determined. 

At April 1,':1953, 17 export control cases were pending in Federal courts under 
outstanding indictments or informations, based on referrals by the Commerce 
Department or the Customs Bureau. Between that date and December 31, 1955, 
an additional 14 cases resulted in indictments or informations, making a total of 
31 cases pending during the period covered by this report. By December 31, 
1955, 27 of these cases had been successfully tried or otherwise terminated, leaving 
only 4 pending on that date. It has not been possible to try these four cases 
because of the absence of the defendants or a key witness from the United States. 

In addition, on December 31, 1955, four other cases were being considered by 
the Justice Department or United States attorneys for possible prosecution. 

The 27 criminal cases disposed of since April 1953 represent a variety of viola- 
tions, just as do the administrative cases. The decision to bring a criminal 
prosecution sepande on the gravity of the offense, the intent, past record, and 
reputation of the offender, and the availability of the kind and quantity of evi- 
dence required by our Constitution and laws in criminal cases. In this field of 
international offenses it is almost always very difficult and in many cases impos- 
sible to obtain from abroad the necessary witnesses and documentary evidence 
to establish a criminal case. The difficulty is compounded by the need to adhere 
to security regulations with respect to information relevant to such cases which 
has been obtained by investigative and intelligence sources operating abroad. 

Because more liberal rules of evidence may be applied and security requirements 
can more readily be met in administrative on they have come to assume 
particular i nee in coping with export control violations. We have, more- 
over, found the administrative sanction quite effective from an enforcement view- 
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point both because of the greater speed with which it can be applied and because 
of the substantial economic impact that such orders generally have on the Ameri- 
can and foreign business firms with whom we must deal. 

The seizure sanction has, of course, also continued to be applied by the Bureau 
of Customs. Since April 1953, over 1,000 seizure cases have been instituted, 
involving nearly $900,000 of United States goods sought to be exported in violation 
of export controls. 


Export Conrro.t Vio.ators, Aprit 1, 1953-DecemBeER 31, 1955 
ADMINISTRATIVE CASES 


Caymex Corp., et al. New York, N. Y.—One firm and one individual. Viola- 
tion of terms of order previously issued (November 3, 1952), which denied all 
export privileges for positive list commodities for 6 months, plus 6 months to be 
held in abeyance subject to respondents’ good behavior. March 31, 1953, supple- 
mentary order issued denying respondents’ export privileges for additional 
6 months. 

Berwin Trading Co., Inc., et al., New York, N. Y.—Four firms and two indi- 
viduals. Exportation in violation of outstanding suspension order; misuse of 
licenses by shipments to unauthorized consignees; false representations to effect 
such shipments; and failure to keep required records. April 23, 1953, order deny- 
ing all export privileges for duration of export controls. 

Rudolph Guralnik, New York, N. Y.—One individual. False representations in 
license applications to export copper tubing purportedly to a named consignee in 
Brazil, and misuse of license to solicit an export order for such tubes. April 21, 
1953, order denying all export privileges for 2 months. 

Serge G. Brunet et al., Habana, Cuba.—Three individuals and three firms. False 
representations as to identity of ultimate consignee and end use in applications 
to export steel to Cuba. April 28, 1953, order denying all export privileges of 
2 individuals and 1 firm for 6 months, plus 6 months to be held in abeyance sub- 
ject to their good behavior; and for 3 months plus an additional 3 months sus- 
pended as to 1 individual and 2 remaining firms. 

Asiatic Export Co. et al., New York, N. Y.—One firm and two individuals. 
Misrepresentation of end use in applications to export tinplate to South America, 
and submission of false information in course of investigation. July 31, 1953, 
order issued denying to corporation and 1 individual all export privileges for 
1 month, plus 11 months to be held in abeyance subject to their good behavior; 
and as to the other individual, for 9 months plus 3 months in abeyance. 

Wai Man Seto, Hong Kong.—One individual. Misrepresentation to exporter 
of identity of ultimate consignee of diesel engines intended to be shipped to Hong 
Kong. August 5, 1953, order denying all export privileges indefinitely. 

Victor England Agencies et al.—One San Francie’ firm and individual and one 


Hong Kong firm and individual. Unauthorized transshipment of eommodity to 
Hong Kong via Lisbon, and false horde one in various license applications 


that ultimate destination would be Portugal when parties actually intended to 
transship commodities to Hong Kong and Macao. ay 25, 1953, order denying 
all export privileges until May 1, 1955. 

Atlantic & Pacific Wire & Cable Co., Inc., et al., New York, N. Y.—One firm 
and four individuals. Misrepresentation in license application that commodity 
to be exported would be copper resistance wire, when parties actually intended 
to ship nichrome wire, and unlawful advertisement of commodity for export sale 
with license. July 17, 1953, order denying all export privileges for 1 year as to 
firm and 2 individuals, and for 9 months as to remaining 2 individuals. Order 
appealed to departmental appeals board and stayed pending decision. Decem- 
ber 3, 1953, appeals board order issued, vacating BFC order as to 1 individual 
who had been suspended for 9 months, and modifying BFC order as to the firm 
and 2 individuals originally suspended for 1 year to suspend them for 1 month, 
plus 11 months to be held in abeyance subject to their good behavior. Order 
upheld in full as to remaining individual respondent suspended for 9 months. 

Botica Hidalgo, et al., Mexicali, Mexico.—One firm and three individuals. 
Repeated smuggling of antibiotics to Mexico, August 3, 1953, order denying 
general licenses for 3 months and validated licenses for 6 months, plus 2 years 
to be held in abeyance subject to respondents’ good behavior. September 28 
1953, order denying export privileges of remaining individual respondent for 2 
months plus 10 months to be held in abeyance subject to his good behavior. 
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Zemanek & Co., Lid., et al, London, England.—One firm and two individuals. 
False representations to American exporter as to identity of ultimate consignee 
and country of ultimate destination to obtain shipment of aluminum ingots, and 
unlawful transshipment of same from Belgium to a Soviet-bloc destination. 
September 1, 1953, order denying all export privileges for 2 years. 

A. Ripley & Co., et al—One English firm and individual and one Swiss individ- 
ual. Misrepresentations of identity of ultimate consignee and ultimate destination 
of tantalum to obtain shipment of same, and unlawful transshipment from Bel- 
gium to Soviet-bloc destination. September 10, 1953, order denying all export 
privileges of English firm and individual until June 30, 1956, and all export 
privileges of Swiss individual until March 10, 1955. Appeal by Swiss individual 
to departmental appeals board April 2, 1954; appeals board order issued affirming 
BFC order, but modifying suspension of Swiss party to terminate April 2, 1954. 

Charles Y. Rofe, New York, N. Y.—One individual. Submission of fictitious, 
forged ultimate consignee statement to support license application. October 1, 
1953, order denying all export privileges for 1 year, plus 1 year to be held in 
abeyance subject to respondent’s good behavior. 

First Trading Company, Lid., et al., Kobe and Tokyo, Japan.—One firm and two 
individuals. Submission to American exporter of forged ultimate consignee state- 
ment and misrepresentation as to existence of order for polyethylene. October 19, 
1953, order denying all export privileges for 3 months. 

J. M.A. Klaasen & Co. et al., Rotterdam, Netherlands —Three individuals} and 
seven firms. Misrepresentation as to identity of ultimate consignee and ultimate 
destination to obtain shipments of antibiotics, and unauthorized transshipments 
of same from Netherlands to Hong Kong. November 6, 1953, order denying all 
export privileges for duration of export controls. 

Hydrocarbon et al., Amsterdam, Netherlands.—Two individuals and one firm. 
False representations that oil obtained from United States would be used in 
Netherlands and West Germany, and unauthorized transshipment of oil to 
Soviet-bloc countries. December 28, 1953, order denying all export privileges 
for 5 years. Order appealed to departmental appeals board. July 26, 1954, 
appeals board order issued affirming BFC order, with opportunity to respondents 
to seek modification upon certain conditions not yet met. 

William Rudolph Leschitz, Brooklyn, N. Y.—One individual. Misuse of export 
licenses and false representations to ship bearings to Manila, Philippine Islands, 
January 28, 1954, order denying all export privileges for 30 months, of which 
last 12 months to be held in abeyance conditioned on good behavior. 

Sealand Machinery Co. et al., Miami, Fla.—Three firms and one individual. 
Attempted unlicensed export of zinc; shipment of diesel-powered crane, road 
grader, and paver to consignee not authorized by validated license; and split 
shipments of steel scrap to evade licensing requirements. February 8, 1954, 
order denying all export privileges until August 31, 1955. 

Cubral Mill Products Corp., New York, N. Y.—One firm. Misrepresentation 
of firm’s record of past exports of copper and brass scrap in effort to obtain status 
of historic exporter under quota licensing system. February 19, 1954, order 
denying all export privileges for 30 days. 

American Industrial Products Co. et al., New York, N. Y.—One firm and one 
individual. False representations to obtain licenses to ship steel strapping, 
crucibles, and tinplate, ostensibly for Hong Kong, actually intended for and 
denen to Communist China. arch 3, 1954, order denying all export privileges 
or 5 years. 

diets Overseas Products Co. Inc., et al—Two firms and individuals of 
Chicago, Ill., and one individual of Washington, D. C. Unauthorized gifts to 
export licensing officer. March 8, 1954, order denying Chicago parties all validated 
license privileges and all general license privileges for tinplate until April 15, 1955, 
to be held in abeyance after April 14, 1954, conditioned upon good behavior, 
and denying certain privileges of practicing before BFC until April 15, 1955; 
Washington party denied practice and export privileges until April 15, 1955, with 

rmission to apply for restoration for good cause on or after October 12, 1954. 

ashington party appealed to departmental appeals board, which on October 5, 
1954, issued order denying a ‘ rt bal: 

Gondrand Bros., Inc., et ms New York, N. Y.—One firm and two individuals. 
Forwarder aided in exporting to Brazil nickel bearing stainless-steel sheets under 
licenses authorizing export of only the non-nickel-bearing types. April 12, 1954, 
order denying. all export privileges to firm from. May 3, 1954, through May 22, 
1954, and to one individual for 6 months: and other for 2 months. April 28, 
1954, modifying order issued suspending firm for 40 days of which last 30 to be 
held in abeyance conditioned on good behavior. 
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Ernest L. Jacob, New York, N. Y.—One individual. During period of suspen- 
sion under prior order (see Asiatic Export Co., above), individual oe 
participated in export transactions contrary to terms of suspension. April 20, 
1954, order putting into effect additional 3 months’ suspension held in abeyance 
under prior order. 

Hanke-Chemie Handelgesellschafi, et al—Seven individuals and seven firms in 
Austria, West Germany, Liechtenstein, and Switzerland. False statements and 
transshipments of chemicals from Western Europe to Soviet-bloc destinations 
and Hong Kong. April 21, 1954, order denying all export privil to different 
parties for varying periods of time ranging from 60 days to the duration of 
export controls. 

Ludman Corp., et al., Miami, Fla.—One firm and individual. Exportation of 
certain aluminum materials to Venezuela and Cuba not authorized by licenses. 
May 6, 1954, order denying firm all export privileges for 2 weeks and individual 
for 1 year, with privilege of applying for modification for good cause after 1 month. 

Well Lu Trading Co., et al., Bangkok, Thailand.—Two firms and individuals. 
Attempted diversion of penicillin from Thailand to Hong Kong, and false repre- 
sentations to obtain same from United States. May 19, 1954, order denying all 
export privileges for duration of export controls. 

Stanley Finkelman, New York.—One individual. While subject to order sus- 
pending export privileges individual knowingly participated in export transactions 
contrary to prior order. May 20, 1954, order putting into effect additional 1 
year suspension held in abeyance for good behavior under prior order. 

North American Mineral & Metal Corp., et al., New York.—Two firms and three 
individuals. Misuse of export licenses to ship excessive quantities of nickel scrap 
to Japan; unlicensed shipments of same to Japan via Canada; and misuse of 
licenses to ship copper to India and Pakistan by shipping to Japan. June 3, 
1954, order denying different parties various export privileges for varying periods 
of time up to September 13, 1954, with additional periods to July 11, 1955, to 
be held in abeyance subject to good behavior. October 21, 1954, supplemental 
order issued against firms and principal respondents putting into effect to July 
11, 1955, additional suspension period for failing to make records available in 
knowing violation of prior order. 

Commercial Metals Co., et al., Dallas, Tex.—One firm and five individuals. 
Misuse of licenses to ship steel rails to Mexico for relaying purposes, by know- 
ingly shipping for rerolling purposes. June 30, 1954, order denying privilege of 
exporting to Mexico for 1 year, of which last 6 months to be held in abeyance 
conditioned on good behavior. 

Arturo Flores & Cia., et al., Mexico and Texas.—One firm and two individuals. 
Participation by forwarder in misuse of licenses to ship steel rails to Mexico for 
relaying purposes, by knowingly shipping for rerolling purposes. June 30, 1954, 
order denying privilege of exporting to Mexico for 28 days, of which last 14 days 
to be held in abeyance conditioned on good behavior. 

Standard International Corp., et al—Two firms and individuals in New York 
City and Bombay, India. Alteration of ultimate consignee statement to increase 
quantity of chemical ordered by another Indian firm, and submission of applica- 
tions for licenses not supported by required accepted orders. July 14, 1954, order 
denying New York firm privilege of exporting certain commodities for 30 days, 
and New York individual for 1 year, with privilege of obtaining’modification after 
1 month, with balance of year to be held in abeyance subject to good behavior. 
Bombay parties censured publicly. August 31, 1954, supplemental order issued 
restoring export privileges of individual respondent. 

Pacific States Laboratories, Inc., et al., San Francisco, Ca’if—One firm and two 
individuals. Misrepresentations as to existence of orders to obtain licenses to 
ship drugs to Philippine Islands, and split shipments of drugs to Thailand to 
evade license requirements. August 2, 1954, order denying 2 individuals all ex- 
port privileges to July 20, 1955, with privilege of obtaining modification after 
2 and 4 months, respectively, and the balance of the terms then to remain in 
abeyance subject to good behavior. Firm publicly censured. October 12 and 
December 14, 1954, supplemental orders issued restoring export privileges to 
individual respondents. 

Aetna Converting Corp., et al.—Two firms and three individuals of New York, 
Rhode Island, and North Carolina. Misrepresentations of existence of export 
orders to obtain licenses to export nylon yarn to France, and failure to keep 
required records. August 16, 1954, order denying all export privileges for 6 
mont co last 3 months for 1 individual to be held in abeyance conditioned 
on vior. 
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California Trading Co., et al., Los Angeles, Calif., and Mexico.—Three firms and 
seven individuals. False representations in connection with applications to export 
steel rails to Mexico, ostensibly for relaying purposes, but actually intended for 
rerolling purposes, and false statements during investigation and in compliance 
hearing. October 7, 1954, order denying all export privileges of different parties 
for varying periods of time between 10 and 18 months, of which last 6 months 
for each to be held in abeyance conditioned on good behavior. 

Boosters Iron & Metal.Corp., et al., Los Angeles, Calif—One firm and two 
individuals, False representations as to quantity of inventory of scrap steel-on 
hand in efforts to obtain license to export to Japan in circumvention of export 
quota rules. October 18, 1954, order denying all export privileges for 24 months. 
of which last 6 months to be held in abeyance conditioned on good behavior. 

Dizie Export Co., et al., Miami, Fla.—One individual and three firms. Un- 
licensed shipments of steel wire and shipments of various commodities to con- 
signees in Cuba not authorized by export licenses. October 19, 1954, order 
denying freight forwarding privileges for 1 month, plus 11 months to be held in 
abeyance conditioned on good behavior, and denying export privileges to February 
7, 1955, with balance of year to be similarly held in abeyance. 

Laminadora Atzcapotzalco, S. A., et al., Mexico.—One firm and two individuals. 
False statements to obtain steel rails for relaying purposes and actual misuse for 
rerolling e s. October 22, 1954, order denying all export privileges for 12 
months, holding in abeyance last 6 months for firm and 1 individual, and last 
8 months for other individual conditioned on good behavior. 

Deutsche Novocillin, G. m. b. H., et al—Five firms and 10 individuals in West 
Germany, Netherlands, and England. Misrepresentations and transshipments 
of antibiotics to unauthorized destinations. October 28, 1954, order issued 
suspending export privileges of certain respondents for varying periods ranging 
from 4 months to the duration of export controls, including as to one firm a 
probationary period, Certain individuals and firms were publicly censured for 
impeding the investigation. Two respondents, suspended for long periods, have 
appealed to the departmental appeals board, and their appeals are still pending. 

Ace Export Co., et al—One firm and individual of Miami, Fla., and one individ- 
ual of Cuba. Freight forwarder and Cuban consignee made and caused to be 
made false statements in shipping export declarations as to identity of commodi- 
ties exported to Cuba. October 28, 1954, order issued putting forwarder and 
one a ividual on probation for 1 year, and other individual on probation for 9 
months. 

Italian Nova Works, et al., Milan, Italy——One firm and three individuals. 
False representations and concealment of material facts in prior compliance 
proceeding to induce dismissal of charges against firm for complicity in diversion 
of boring and turning mill to Hungary. January 31, 1955, order denying all 
export privileges of 1 individual for 2 years, 2 individuals for 1 year, and firm 
for 6 months. 

Orchard Refining. & Smelting Works, Inc., et al., Newark, N. J.—One firm and 
three individuals. Offer of gift to license officer contrary to regulations, and 
export of copper scrap to consignee in Japan not authorized by license held by 
Newark firm. April 19, 1955, order denying all export privileges to firm and 
2 individuals for 6 months, and other individual for 2 months. 

Les Fils de Basile Obegi et al., Aleppo, Syria.—One firm and three individuals. 
False representations that jeeps ordered from United States exporter would be 
used in Syria and Lebanon, and unauthorized diversion of them to Rumania. 
June 9, 1955, order denying all export privileges to firm and 2 individuals for 
duration of export controls, and to remaining individual for 6 months. 

Willys-Overland Export Corp. et al., Toledo, Ohio, and New York, N. Y—Two 
firms and three individuals. Parties participated in sale of jeeps to United States 
exporter with knowledge they were for export to Obegi (see above), and with 
information in their possession giving reasonable grounds to believe jeeps would’ 
be diverted, and failed to disclose information to BFC or exporter, contrary to 
BFC regulations. June 9, 1955, order denying all export privileges to firms for 
2 months, to be held in abeyance for 6 months subject to good behavior, and to 
3. individuals for 2, 4, and 6 a erry 

Nedimtrans, N. Viet v4 m, Netherlands.—Two firms and one individual. 
ae of United States borax and boric acid from Netherlands to Hong 
Kong, thout BFC authorization. October 27, 1955, order denying all export 
pers : % one ite duration of Pn controls subject to good behavior. 

Pp 0 mental appeals board 
peat N. V., et al., Ruskin 


mler-I mez, ; ‘Netherlands. —Two firms and two 


individuals. Transshipment of United States red phosphorus, borax, and boric 
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acid to East Germany and Communist China, respectively. October 27, 1955, 
order denying all export privileges for duration of export controls, in abeyance 
after 2 years conditioned on good behavior. Appeal to departmental appeals 
board pending. 

Continental Import & Export Co., N. V., et al., Amsterdam, Netherlands.—False 
representations to induce exports of sulfa drugs, DDT, and boric acid ostensibly 
for Netherlands consumption, and unauthorized diversions of same to Hong Kong. 
October 28, 1955, order denying all export privileges for duration of export con- 
trols, in abeyance after 1 year conditioned on good behavior. 

Cheung Kam Kee Trading Co. et al——One Hong Kong firm and individual, 2 
Netherlands firms and individuals, and 1 New York firm and individual. Un- 
authorized diversions at Hong Kong of drugs.and vitamins intended for Taiwan, 
and false statements to obtain penicillin and other drugs ostensibly for Nether- 
lands, and transshipment of same to Hong Kong, with United States firm failing 
to disclose interest of Hong Kong parties in applications for licenses to export to 
Netherlands. December 12, 1955, order denying all export privileges to Hong 
Kong firm and individual and 1 Netherlands firm and individual for duration of 
export controls, to other Netherlands firm and individual for 1 year, and to New 
York firm and individual for 6 months to be held in abeyance after 2 months con- 
ditioned upon good behavior. Appeal by one Netherlands firm and individual to 
departmental appeals board ie ms 

Union Europeenne de Produits Chimiques et al., Paris, France.—One firm and 
one individual. Without BFC authorization diverted borax intended for France 
to Netherlands firm, previously suspended by BFC, who transshipped same to 
East Germany. December 13, 1955, order denying all export privileges for 1 
year, in abeyance after 6 months conditioned on good behavior. 


ADMINISTRATIVE CASES AWAITING HEARING OR DECISION 


Names are omitted from the following administrative cases because they are 
either awaiting hearing or decision: 

Case No. 1.—Eleven individuals and four firms in Switzerland, France, and 
Belgium. Alleged fraudulent scheme to obtain oil from United States, ostensibly 
for Belgium, and unauthorized transshipment of same to Soviet bloc. Awaiting 


decision. 

Case No. 2——One Los Angeles individual. Alleged unethical practices in con- 
nection with filing and appealing false license application to export steel scrap to 
Japan. Publication of censure order withheld awaiting outcome of appeal to 
departmental appeals board which has heard argument and has case under 
advisement. 

Case No. 3.—Three individuals and two firms in United States and Mexico. 
Alleged export of steél rails to Mexico for rerolling purpose under license author- 
izing shipment for relaying use only. Awaiting decision as to United States 
parties. Awaiting hearing as to Mexican parties. 

Case No. 4.—Three individuals and one firm and California and Texas. Ship- 
ments of steel scrap to Mexico for alleged end-use not authorized by export 
licenses. Awaiting decision. 

Case No. 5—One New York firm, 1 firm and 2 individuals of Switzerland. 
Alleged unauthorized transshipments of various drugs, chemicals, and paraffin 
wax to Communist China and other Soviet-bloc destinations by Swiss parties and 
alleged wrongful export of the paraffin wax by the New York firm despite infor- 
mation raising reasonable doubt that Swiss parties intended wax for declared 
destination of Switzerland. Awaiting hearing. 

Case No. 6.—One Swiss firm and 2 individuals (same as in case No. 5) and 2 
West German individuals. Alleged misrepresentations by West German parties 
that caustic soda procured from United States would be used in West Germany, 
and diversion of same by Swiss parties to East Germany. Case against Swiss. 
parties awaiting hearing, and against West German parties, awaiting decision. 

Case No. 7.—Seven firms and three individuals of West Germany, Hong Kong, 
and New York. Alleged misrepresentations and unauthorized diversions of 
United States borax from West Germany to Soviet-bloc destination by West 
German and Hong Kong parties, with alleged complicity of 2 New York firms and 
1 individual. Other New York parties with failure to place destination 
control notice on bills of lading. Awaiting ing. 

Case No. 8.—Two firms and individuals of New York. Alleged affixation of 
fictitious shipper’s export declaration, authentieation numbers % dock er 
resulting in lading and exportation of commodities contrary to BFC regu 
pertaining to physical inspections of exports by customs officials. Awaiting com- 
pletion of hearing. 
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Case No. 9.—One firm and two individuals of West Germany. Alleged un- 
‘authorized transshipments of potassium and sodium bichromate, parafin wax, and 
butyl alcohol to Communist China. Awaiting decision. 

Case No. 10.—One Hong Kong firm and individual and one New York firm. 
Alleged misrepresentations and transshipment of multimeters from Hong Kong 
to Communist China by Hong Kong parties, and alleged improper submission of 
license application and failure to plaee destination control notice on bills of lading 
and commercial invoices by New York firm. Awaiting hearing. 

Case No. 11.—Two' Belgian firms. ‘Alleged misrepresentations that borax 
would be used in Belgium, and unauthorized resale to English firm which caused 
transshipment to Hong Kong. Awaiting hearing. 

Case No. 12.—One Swiss firm and 2 individuals and 1 New York firm and ir- 
dividual. Alleged attempt by Swiss parties (same as those involved in case No. 5) 
to obtain United States commodities in violation of outstanding temporary sus- 

ension order against them by use cf other Swiss firm’s name as front without 
Laowied e or authorization thereof, and alleged exportation by New York parties 
to front firm with knowledge cf suspended firm’s participation and fact that Swiss 
firm was then suspended by BFC. Awaiting hearing. 

Case No. 13.—One Belgian firm and individual. Alleged misrepresentations of 
destination to obtain refined borax of United States origin from Belgian refiner 
and unauthorized reexport to unauthorized destinations. Awaiting hearing. 

Case No. 14.—Three firms and individuals of Milan, Italy. Alleged misrepre- 
sentations of end use and destination to obtain United States oil and attempted 
reexports of same to unauthorized destinations. Awaiting hearing. 

Case No. 15.—One firm and individual of Vienna, Austria. Alleged unauthor- 
ized diversion of paraffin wax from Austria to Soviet-bloc destination. Awaiting 
hearing. 

Case No. 16.—One firm and two individuals of London, England. Alleged 
wrongful exportation of asbestos by London firm then under BFC suspension 


order and transshipment from West Germany to Czechoslovakia. Awaiting 
hearing. 


CRIMINAL CASES (ALREADY CONVICTED OR AWAITING TRIAL) 


Pending at April 1, 1953 (17 cases) 


Emanuel Goldberger et al-—Two individuals. Conspiracy to bribe FEA export 
licensing officer and effect unlawful exports of rayon to Cuba. Indicted southern 
district, New York, June 1946. One defendant pleaded guilty and given 1 year 
suspended sentence. October 1954, on plea of guilty, other defendant given 2- 
year suspended sentence. 

Joseph L. Cardona et al.—Four individuals. Conspiracy to bribe OIT license 
officer to obtain licenses and effect unlawful exports of rice to Cuba, and sub- 
stantive offenses to effect same. October 1948, indicted in District of Columbia, 
Louisiana, April 1953, on nolo contendere pleas to substantive counts by 2 de- 
fendants, a fine of $4,500 imposed on each defendant. One other defendant 
pleaded nolo contendere to conspiracy count and was given | year and a day 
suspended sentence, with 5 years probation. June 1953, last defendant pleaded 
nolo contendere to substantive counts and was fined $4,500. 

Martin Markowitz et al.—Thirteéen individuals and two corporations. False 
statements in shipper’s export declarations, unlicensed exports of food products to 
Italy, unlawful removal and destruction of customs records, bribery of a customs 
employee, and aenecneten bribery of another customs employee. welve indict- 
ments issued in southern district, New York, September 1949. October 1949, 
trial of one individual on indictment charging destruction of customs records and 
attempted bribery of a customs employee; found not guilty. February 1950, 
three individuals tried on another indictment. One individual sentenced to a year 
and a day imprisonment; another individual to a year and a day imprisonment, 
$4,500 fine, and probation for 1 year after expiration of sentence; and a third 
individual to 3 years’ imprisonment, $11,000 fine, and probation for 2 years after 
expiration of sentence. Affirmed by second circuit. Petition for certiorari denied 
by Supreme Court. Su uently, district court suspended execution of prison 
sentences originally im against these three individuals. March 1954, 10 
other related indictments nolle prossed. 

Arthur Harris.—One individual. False statements as to existenee_of foreign 
orders to support license applications. November 1950, indicted in southern 
district, New York, August 1953, nolle pros entered because of Government’s 
inability to obtain foreign witnesses. 
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Ralph Louis Lorenzo.—One individual. Alleged misrepresentation of identity 
of commodities to effect exportations under general license which actually required 
validated licenses. Indicted southern district, New York, December 1950. Two 
related defendants previously found guilty and sentenced. Indictment against 
defendant Lorenzo nolle prossed, September 1954. 

Edwards International Corp. et al.—One corporation and one individual. False 
statements in license application that truck tires would be shipped to Italy, with 
knowledge of consignee’s intent to transship to Rumania or Turkey. Indicted 
southern district of New York, March 1951. In June 1953, corporation pleaded 
guilty and was fined $1,000. Charges against individual dismissed on his motion. 

Belimex Corp. et al.—One corporation and one Belgian individual. Alleged 
misrepresentations in license applications and shipper’s export declarations 
that roller bearings were destined for Belgium although actually intended for 
Czechoslovakia. Indicted southern district of New York, May 1951. Corpora- 
a dissolved. Belgian individual cannot be tried as he has departed from United 

tates. 

British Mercantile Co., Ltd., et al.—One corporation and three individuals. 
False statements on shipper’s export declarations and bills of lading to ship worth- 
less materials in fraud of Indian consignees who had bought and paid for poly- 
styrene. Indicted southern district of New York, August 1951. Corporation 
and two individual defendants pleaded guilty and were given suspended sentences 
subject to making restitution to defrauded consignees. Indictment against 
remaining defendant nolle prossed, April 1954. 

David Zetland Corp et al.—One corporation and one individual. Alleged 
false representations in license applications and shipper’s export declarations 
to export roller bearings ostensibly to Belgium, but intended for and actually 
diverted to Switzerland. Two informations filed district court, Pennsylvania, 
January 1952. The individual defendant has fled from the United States. The 
corporate defendant cannot be tried in his absence. 

ames H. Scott.—One individual. False statements in shipper’s export declara- 
tions and trafficking in licenses for foodstuffs. Indicted district court, Florida, 
April 1952. In May 1953, on plea of nolo contendere, fined $100 and placed on 
probation for 3 years. 

Victor Samaan et al.—One corporation and one individual. Alleged false 
representations in shipper’s export declarations to make unlawful shipments of 
roller bearings ostensibly to Switzerland, but actually transshipped to Czecho- 
slovakia; misuse of licenses to export larger quantities of bearings than authorized. 
Indicted southern district of New York, April 1952. The individual defendant is 
deceased. November 10, 1954, case against corporate defendant nolle prossed. 

Ching Sen Lee et al.—Two individuals. Alleged false representations in license 
application and shipper’s export declarations as to identity of ultimate consignee 
and destination of tinplate shipments, and trafficking in export licenses. Indicted 
southern district of New York, July 1952. One defendant is fugitive from justice 
and other defendant has not been tried in his absence. 

Henry G. Bennett et.al—Two corporations and three individuals. Conspiracy 
and bribery of former export licensing officer to obtain licenses to export tinplate. 
Indicted district court, Virginia, July 1952. Two individual defendants have 
pleaded guilty, and of these, one has been sentenced to a year and a day im- 
prisonment and the other placed on probation for 2 . One individual 
defendant and two corporate defendants pleaded not guilty, were tried in June 
1953, and the individual was sentenced to 18 months’ imprisonment and the 2 
companies were fined $1,000 each. 

Leonard Schmerer—One individual. Unlicensed exportation of American- 
origin hides to Austria, falsely declared to be of Canadian in, and exportable 
under intransit general license. Indicted southern district, New York, January 
1953. On plea of guilty $1,200 fine imposed May 1954. 

John Respondek.—One individual. Alleged unlicensed exports of antibiotics 
to Poland. Indicted eastern district, Michigan, March 1953. Defendant 
acquitted, December 1954. 

oseph Tully Pomerance.—One individual. Unlicensed exportation of anti- 
biotics to Rumania via Canada. Indicted eastern district, Michigan, March 1953. 
On plea of nolo contendere, $1,000 fine im: October 1955. 

Sealed indictment.—One individual. unlawful export of a chemical to 
Switzerland with knowledge that consignee intended to transship to U. 8. 8. R. 
Indictment issued August 1951, in southern district, New York, but not served 
or published because of inability of Government to induce key witness in Switzer- 
land to come to United States to testify. us 
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Cases commenced between April 1, 1958, and December 31, 1955 


Isadore Marks.—One individual. Alleged misuse of license to export to other 
than authorized consignee, and misrepresentation of identity of ultimate con- 
signee in shipper’s export declaration. Indicted district court, Florida, May 
1953. Awaiting trial. 

Harris 8. Levy et al.—Two individuals. False statements in shipper’s export 
declarations covering shipments to Pakistan. Indicted southern district, New 
York, October 1953. On pleas of guilty, each defendant fined $3,000, March 
1954. 

Texas Ice & Refrigerating Co.—One corporation and one individual. Unau- 
thorized exports to Mexico. Information filed district court, Dallas, Tex., July 
1953. On plea of nolo contendere, defendants fined $16,000, July 1953. 

L. Sandoval et al.—Two individuals. Unauthorized exports to Mexico. 
District court Texas, February 1954, defendants sentenced to 4 months’ imprison- 
ment, suspended for 1 year. 

A. Arellano—One individual. Unauthorized exports to Mexico. District 
court Texas, February 1954, on plea of guilty, defendant fined $50. 

F, Villareal et al.—Two individuals. Unauthorized exports to Mexico. 
District court Texas, February 1954, defendants fined $50 each. 

Alvarado, et al.—Two individuals. Unauthorized exports to Mexico. 
District court Texas, February 1954, defendants fined $100 each. 

A. Vele et al—Three individuals. Unauthorized exports to Mexico. District 
court Texas, May 1955, 1 defendant tried and sentenced to 2 years imprisonment, 
Fy ag for 5 years under probation. Other two defendants deported to 

exico. 

P. Ramirez et al.—Six individuals. Unauthorized exports to Mexico. District 
court Texas, June 1954, on pleas of guilty 4 defendants given 60 days imprison- 
ment and 2 given 7 months’ imprisonment. 

F, Gaytan-Duran.—One individual. Unauthorized exports to Mexico. Dis- 
trict court Texas, August 1954, on plea of guilty, defendant sentenced to 60 days 
imprisonment, suspended for 2 years. 

M . Ramirez.—One individual. Unauthorized exports to Mexico. District 
court Texas, September 1954, defendant tried and sentenced to 60 days imprison- 
ment, suspended for 2 years. 

E. Cole et al—Four individuals. Exports to Mexico contrary to terms of 
export licenses. District court Texas, April 1955, on pleas of guilty, 2 defendants 
fined $500 each, and 1 defendant fined $250. Other defendant dismissed. 

G. Balahuer-——One individual. Unauthorized exports to Mexico. District 


court Texas, December 1954, on plea of guilty, defendant sentenced to 60 days 
imprisonment, suspended for 60 days. 

. Martin et al—Two individuals. Exports of nickel steel sheets contrary to 
terms of licenses. Information filed, southern district New York, May 1955. 
On pleas of guilty, defendants fined $3,000 each. 


SHort-Suprty ConrTroys 


Short-supply controls are now in effect for seven commodity groups as described 
below in some detail. 

Under the Export Control Act short-supply controls are invoked only when 
clearly necessary to protect the domestic economy against excessive drain of 
scarce commodities and to prevent an undue inflationary impact arising out of 
abnormal foreign demand. his means that commodities are controlled for short- 
supply reasons only if they bear a significant relationship to the economy. Most 
frequently in the case of such commodities, the United States is seriously de- 
pendent on foreign sources for the basic raw material. 

In connection with decisions to institute new short-supply controls or change 
existing controls consultation with affected segments of United States industry 
is normally undertaken. In addition, the effect on friendly foreign countries is 
also considered based on information regarding foreign requirements obtained 
through the United States Foreign Service. 


TYPES OF SHORT-SUPPLY CONTROLS 


There are four general types of short-supply export control restrictions eniployed 
by the Department: 


1. Closed quota 


This is the most restrictive type of short-supply export control, under which 
no exports are ordinarily permitted. Closed quotas are rarely used, except in 
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cases where commodities are in extremely short supply in the United States. 
Under exceptional circumstances, exceptions to closed quotas may be made, as 
in the case of essential defense production requirements of friendly and allied 
countries. A license application for an exception to the closed quota is subjected 
to close review by an interdepartmental committee, and an export license is 
granted only when extraordinsry considerations outweigh the critics! need for 
the material in this country. An example of a commodity currently under a 
closed quota is nickel and nickel alloy mietal in ingot form, 


2. Quantitative quota 


For each commodity under this quota a maximum export limit in either unit 
or dollar value terms is established periodically (generally on a quarterly basis). 
Quantitative quotas are usually applicable on an overall basis to all destinations, 
but may on occasion be employed on an individual country basis. A current 
example is diamond bort, used as an abrasive, for which a quarterly quota of 
3,000 carats has been established. 


3. Restrictive quota 


This is a specialized variation of the above quotas under which license appli- 
cations require special criteria for approval, such as proof of firm foreign orders, 
possession of the material by the applicant, qualitative standards, prior offering 
of the material for stockpile purchases or military defense usage, etc. 


4. Open-end quota 


This is the least restrictive type of short-supply control, and is generally 
employed as a transition measure for “‘borderline’’ commodities that are in poten- 
tial short supply. While the filing of license applications is required under open- 
end quotas, no specific quatitative restrictions are imposed, and applications are 
usually approved, subject however to continual watchfulness against abnormal 
shipments in an individual application or in aggreggate licensing. The essential 
purpose of the open-end quota device is to provide preshipment licensing control 
on as current a basis as possible for determining whether. more restrictive*eontrol 
is required or whether decontrol is feasible. At the present time, iron and steel 
scrap is under an open-end quota. 


CURRENT STATUS OF SHORT-SUPPLY CONTROLS 


Only one new commodity has been placed under short-supply controls since 
1953, namely poliomyelitis (Salk) vaccine. Some 23 douetiodtzy groups have 
been removed from short-supply controls since that time. At the present time 
open-end quotas, which are primarily of a precautionary nature, are in effect for 
iron and steel scrap, primary aluminum, and foreign-origin copper. Quantitative 
quotas are in effect for copper and aluminum scrap, selenium, certain industrial 
diamonds and certain nickel items. Closed quotas exist for primary copper of 
United States origin, primary nickel, and certain types of nickel scrap. Special 
restrictions are in effect for licensing certain grades of nickel scrap. 

A brief description is given below for each commodity group currently subject 
to short-supply controls. 


1. Aluminum 


Aluminum, along with copper and steel, is one of the basic metals for a modern 
industrial economy and is clearly essential to military preparedness. . These three 
metals were allocated during World War II and the Kodenn emergency under the 
“Controlled materials plan’? (CMP), which system | seme the basis for the key 
controls to assure adequate supplies for military and essential civilian production. 
Aluminum is a stockpile item. 

The principal defense uses for aluminum are for aircraft, although there are 
other important uses where the lightness and weather-resistant properties of 
aluminum are required. 

The United States is the largest aluminum-producing country in the world; and 
Canada, from whom the United States imports large quantities, the second largest. 
While there has been a phenomenal rise in the consumption of aluminum sinee the 
early forties, new discoveries of rich bauxite ore deposits and a ee 
growth in aluminum-producing spony and electric power output have serv 
to keep supply roughly abreast with demand, except at times such as the Korean 
emergency when defense needs skyrocketed. owever, in recent quarters 
domestic demand has been so great as to necessitate action by the Office of ense 
Mobilization to divert me al originally scheduled for delivery to the stockpile. 





EXTENSION OF EXPORT CONTROL ACT OF 1949 61 


Traditionally the United States has been a net importer of aluminum scrap, 
but in the last 2 years this situation has altered in the face of extraordinary 
foreign demand. 

At the present time primary aluminum is subject to an open-end quota and 
aluminum scrap to a quota of 6,000 short tons. 


2. Copper 


Copper is one of the essential, basic metals for an industrial economy. The 
United States is an important producer of copper ore, but, notwithstanding this 
fact, is a heavy net importer of ore and unrefined copper. 

The United States has traditionally been a large importer of unrefined copper 
and exporter of refined copper. This situation arises out of the fact that the 
United States has insufficient domestic mine production to meet its needs but 
United States refiners have historically been processors for export of foreign 
ores and blister copper. The unprecedented level of economic activity in the 
last year, both at home and abroad, has resulted in a heavier demand for copper 
than heretofore, and has resulted in a situation where demand has outstripped 
supply on a worldwide basis. 

In 1955 domestic needs for copper have been so great that several large diver- 
sions from scheduled stockpile deliveries were authorized by the Office of Defense 
Mobilization. In view of these facts, domestic-origin refined copper has been 
placed under closed quota. However, exports of refined copper of foreign origin 
are necessarily permitted under open-end quota since any attempt unduly to 
restrict exports of refined copper made from foreign ores and blister would, in 
the long run, serve only to drive these foreign raw materials away from the 
United States—to the obvious detriment of United States industry. 


At present copper scrap is subject to a 3,000-short-ton quota and alloy scrap 
to a 6,000-ton quota. 


3. Diamond bort and powder 


Diamond bort and powder are mainly employed by industry as abrasive agents, 
especially when bonded in grinding wheels. The metalworking industries are 
absolutely dependent on bort and grinding wheels. The entire United States 
supply of industrial diamonds, including bort and powder, is imported. Industrial 
diamonds are stockpile items. 

Defense production, as well as all other industrial production, is dependent on 
machine tools and metalworking equipment. Diamond grinding wheels are 
used to make a large number of precision parts for such equipment and in turn 
this equipment employs diamond wheels to produce other metal end products 
for all segments of industry. 

In recent years there has been a striking increase in requirements for industrial 
diamonds but world production has not kept pace and, consequently, there is a 
worldwide shortage. 

Exports of diamond bort and powder are limited to 3,000 carats per quarter, 
with a further limitation permitting only small quantities for any destination, 
In addition, exports have generally been permitted only to users traditionally 
supplied from the United States, or for the manufacture of items to be exported 
to the United States, or for essential production purposes in friendly countries. 


4. Iron and steel scrap 


Iron and steel scrap is a basic and indispensable material in the production of 
steel. The importance of steel to the Nation’s economy and defense production 
requires no elaboration. 

he present tight-supply situation in scrap, both in the United States and 
abroad, is the result of the enormous increase in steelmaking capacity. over the 
past 15 years. The demand for scrap has outdistanced the supply of scrap, 
which is closely related to the rate of obsolescense of used machinery and equip- 
ment. However, increased production and use of pig iron in steelmaking has, in 
part at least, made up the deficiency in scrap. 

Before World War II the Uni States was a substantial scrap exporter but 
became a net importer after the war. As a result of the rapid expansion of the 
steel industry in Western Europe and other friendly areas, foreign demand has 
soared and United States exports of serap have risen to high levels. 

At present iron and steel scrap is subject to an open-end quota with additional 
special restrictions to limit speculation by requiring that material be immediately 
available as a condition to issuance of a license. 
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5. Nickel 


Nickel is a hardening element essential to the production of stainless steel. 
Production of jet aircraft, as well as countless other “hardware’’ items used by 
the military, is totally dependent on adequate supplies of nickel. Examples of 
important military uses are aircraft engines and frames, armorplate, gun forgings, 
transformers, signal equipment, and precision instruments. Nickel or special 
nickel steels are also used in electroplating, and the chemical, electrical, and 
petroleum industries. Nickel is a stockpile item. 

The United States is almost totally dependent on imports for its supply of 
nickel. (Eighty percent of world supply comes from Canada.) New uses for 
nickel, both in civilian and in military production, have resulted in spectacular 
increases in nickel consumption, Since mine production has not kept pace, 
supplies of nickel are short throughout the world. 

Nickel metal in crude form is subject to a closed quota, with a minor exception 
for a small quantity of anodes, powder, and shot set aside for a few countries 
traditionally dependent on the United States for those materials. Exports of 
nickel scrap are either subject to a closed quota or are restricted to the less desirable 
grades which cannot be used by United States industry. 


6. Poliomyelitis (Salk) vaccine 


Poliomyelitis vaccine is a recent discovery, and production in the United States 
is not yet in full swing. Because of the tremendous demand for the vaccine in 
the United States, exports to date have been limited to nominal amounts for a few 
specific purposes, such as for experimental use and for inoculation of United States 
nationals located abroad. In connection with the latter use, exports are being 
approved for the same priority groups as are currently receiving vaccine in the 
United States under the standards announced by the Department of Health, 
Education, and Welfare. 


7. Selenium 


Selenium is an important metal used in the manufacture of electronic equipment, 
such as rectifiers, automatic signal devices, photoelectric cells, and specialty 
electric equipment. Many of these items have important military applications, 
as in radar and automatic firing devices. Selenium is a stockpile item. Selenium 
inn has a number of civilian uses, notably in the glass industry and in the steel 
industry. f 

Selenium is a byproduct obtained by special processing of residues produced in 
the electrolytic refining of certain copper ores. The United States is the largest 
producer of selenium but still imports very significant quantities. Selenium is 
in worldwide shortage, owing to increased usage and a corresponding increase in 
production. 

At present an export quota of 6,000 pounds per quarter is in effect. 


Apri 2, 1956. 
Hon. Sinctarr WEEKs, 


Secretary of Commerce, 
Washington, D. C. 


Dear Mr. Secretary: In connection with the consideration by this committee 
of 8. 3238, which would extend the Export Control Act of 1949 to June 30, 1959, 
it would be helpful to the committee to have an expression of your views on the 
subject of exports of iron and steel scrap. 

Section 2 of the Export Control Act provides as follows: 


“DECLARATION OF POLICY 


“Sec. 2. The Congress hereby declares that it is the policy of the United 
States to use export controls to the extent necessary (a) to protect the domestic 
economy from the excessive drain of scarce materials and to reduce the inflationary 
impact of abnormal foreign demand; (b) to further the foreign policy of the 
United States and to aid in fulfilling its international responsibilities; and (c) 
to exercise the necessary vigilance over exports from the standpoint of their 
significance to the national security.” 

The application of these policies to the iron and steel scrap situation is a matter 
of concern to the commit as it has been to your Department. Exports of 
ferrous scrap have increased 336,000 tons in 1952 (the highest figure during 
the years 1946 through 1953) to 1,604,000 tons in 1954 and 5,050,000 tons in 
1955. The price index of scrap (all scrap) has increased from a post-Korea low 
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yearly average price index of 79.8 in 1954 (1947-49 equals 100) to a yearly average 
for 1955 of 104.6, ending in December 1955 with an index of 126.4. 

I understand from the 34th quarterly report under the Export Control Act 
that since December 1954 you have been exercising certain controls over iron 
and steel serap. granting export licenses only on a cargo-by-cargo basis and only 
for exports certified to be available within the 90-day validity period of the 
license. This is, I take it, an intermediate position, involving a greater degree 
of control than a general license, and less centrol than the imposition of a 
specified quota. 

In order to give the committee a more complete view of your understanding of 
the declaration of policy of the Export Control Act, as applied to iron and steel 
scrap, it would be helpful first to have your views on the significance of the current 
and anticipated future rate of exports to the national security. It has, I under- 
stand, been urged that the quantities of iron and steel scrap exported in 1955 may 
have resulted in lowering the Nation’s supply of this important commodity more 
than is consistent with the national security. If so, continuance of the present 
rate of exports would have even a greater effect upon the national security. 

It would also be helpful to the committee to have your views as to the effect 
which these exports of iron and steel scrap are having upon the prices of such 
scrap paid by United States users of scrap, and the resulting effect upon the 
prices of foundry products and steel products generally. 

Do you consider the present level of exports an excessive drain on the domestic 
economy; if not, what level of exports would you consider excessive? Do you 
consider the present foreign demand abnormal; if not, what would you consider 
an abnormal foreign demand? Do you consider that the present foreign demand 
has an inflationary effect; if not, what would you consider an inflationary impact? 

Your letter of April 17, 1953, to the then chairman of this committee, in con- 
nection with the 1953 extension of the act, contained the following statements: 

‘“ * * * T believe that relaxation in domestic distribution controls should be 
accompanied insofar as possible by similar action with respect to controls on 
exports. I would expect, in general, to retain export controls for reasons of short 
supply only where needed as a counterpart of domestic distribution controls or 
in parang cases where required in the interest of national security or foreign 

icy. 

It would be helpful to know whether this is still your view. If so, would you 
consider exercising domestic distribution controls over iron and steel scrap or 
related products under the Defense Production Act or other statutory authority, 
in the event a find it necessary or appropriate to impose quotas on exports of 
iron and steel scrap? 

It seems appropriate, in considering extension of the Export Control Act with 
the standards presently set forth in section 2, to ascertain how these standards 
are being interpreted and applied in the case of such an important and significant 
commodity as iron and steel scrap. 

Sincerely yours, 


J. W. Fotsriest, Chairman. 


Tue Secretary or CoMMERCE, 
Washington, April 19, 1956. 
Hon. J. W. Fuerieat, 


Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CuHarrman: In your letter of April 2, which I acknowledged on 
April 10, you expressed the interest of the Committee on Banking and Currency 
in ascertaining how the standards of section 2 of the Export Control Act are 
being interpreted and re by the Department to iron and steel scrap. In the 
interest of an orderly reply, I shall take up the specific points which you raised in 
the order in which they appear in your letter. 

Before proceeding on this, let me confirm the accuracy of your understanding 
of present controls over exports of iron and steel scrap as being more or less 
intermediate between general license and quantitative quota limitations. 

With respect to my views on the significance to the national security of iron 
and steel scrap exports—present and future, I do not believe, upon the basis of 
facts available to me now, the quantity of scrap exported in 1955 adversely 
affected national security. Our national interest requires, it is clear, the mainte- 
nance of an adequate supply of serap in yards or readily accessible throughout 
the country as a mobilization {ase for use in an emergency. Excessive exports 
which would exhaust this reservoir would, of course, be inconsistent with our 
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security. There is no evidence, however, that exports last year were excessive in 
this respect. There is the danger that continuation of this rate—or an increase 
in it—might have the cumulative effect of reducing supplies more than is consist- 
ent with national security. The Department is paying close attention to this 

hase of the scrap export problem and hopes shortly to initiate a comprehensive 
industrial survey to ascertain more precisely the size of the Nation’s scrap 
inventory. 

Regarding the effect which @xports have on domestic prices of iron and steel 
scrap, there is little question but that exports were one of the factors contributing 
to the substantial price increase in 1955. Exactly how much cannot be measured. 
Exports were, however, not the major factor in the rise of scrap prices. Much 
more significant in this regard were the high and sustained demands for scrap 
on the part of domestic consumers—the steel producers, foundries, ete. 

Similarly, the higher price of scrap was only one factor in the rise in the price of 
finished steel products generally. ther contributing factors, such as higher labor 
costs, increases in the prices of other raw materials, higher rail rates, etc., probably 
affected the prices of finished products as much as, or more than, the rise in scrap 
prices. In this connection, you will be interested that comparative price data for 
finished steel and the two major raw materials entering into its composition—pig 
iron and scrap—show that since June 1947 the price of finished steel has progres- 
sively risen while scrap prices, on the other hand, have fluctuated widely from year 
to year. (Details of these price movements are set forth in an attachment to this 
letter.) 

We do not take issue with the claim that the rise in iron and steel scrap prices 
has had some effect on finished steel prices, and that the increase in scrap prices is 
in part due to the high rate of exports. This fact in itself is not sufficient, how- 
ever, to establish that such price increases—or the foreign demand partially 
responsible for them—seriously threaten the economy with inflation. It is true, 
as your letter notes, that the average price index of scrap as indicated by the 
Bureau of Labor Statistics has run from a post-Korean low of 79.8 in 1954 (taking 
1947—49 as 100) to an — of 104.6 for the year 1955 and a monthly index of 
126.4 for December 1955. his same index also shows, however, that the rate of 
increase in scrap prices in recent years, although substantial, has been less than the 
rate of increase for other raw materials going into the production of steel, or for 
semifinished or finished steel. 


Bureau of Labor Statistics price index for February 1956 (preliminary) 
[Based on 1947-49 as 100] 


The point at which foreign demand can be considered to have an inflationary 
impact of such significance as to necessitate imposing export controls is not readily 
identifiable in precise terms. Varying circumstances might call for different 
determinations in this regard. Generally speaking, I feel that such a point might 
be reached when exports of any given commodity assume such proportions as to 
cause its domestic price to rise out of proportion to the prices of related com- 
modities and to endanger the price structure of the economy asa whole. In my 
view this has not yet ere with respect to iron and steel scrap. 

Similarly, the matter of determining just when exports of scrap become exces- 
sive and warrant control is not susceptible to rule-of-thumb treatment. The 
level of exports by itself is not indicative. Rather must the volume of exports be 
considered in conjunction with other pertinent factors in the situation, such as 
domestic supply of, and demand for, iron and steel scrap, the rate of generation 
and collection, and the size of the broad inventory of scrap in this country. In 
general, I would consider scrap exports to be excessive when they began to absorb 
so much of the United States supply as to threaten to deplete the reservoir needed 
as a mobilization base, or to affect significantly the ability of domestic consumers 
to secure supplies necessary for immediate consumption and for the maintenance 
of normal inventories. 

In my judgment, this point has not yet been reached with respect to exports of 
iron and steel scrap. There is no valid basis for concluding that we are depleting 
our national inventory. Moreover, a recent survey by the Department has 
indicated that current prices are bringing out adequate supplies of material and 
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that there is not at present a demonstrated shortage of material. Consumer’s 
scrap inventories are being maintained at normal levels having declined less than 
2 percent throughout all of 1955. 

With respect to the element of foreign demand, my conception of the Export 
Control Act in this regard is that it authorizes and contemplates the imposition 
of short supply export controls whenever there is an unusual foreign demand, 
whether of long or short duration. The act properly leaves to administrative 
diseretion, however, the nature and extent of such controls; that is, actual quantita- 
tive limitations on exports, or a surveillance of individual export transactions that 
allows prompt imposition of quantitative restrictions, if necessary. 

Relating this to iron and steel scrap, I would note that the Department reacted 
early to a pronounced growth in foreign demand in late 1954 by reimposing short 
supply controls over exports of iron and steel scrap in December of that year. 
These controls were supplemented on March 7, 1955, with additional licensing 
requirements which gave us the restrictions presently in force. (These, as you 
are aware, consist of granting export licenses for scrap only on a cargo-by-cargo 
basis to applicants who can show that the scrap will be available within the 90-day 
validity period of the license and that a previously issued license had been utilized 
through the shipment of a cargo of scrap.) Under the circumstances prevailing 
at that time, the Department elected to impose controls which were designed 
primarily to permit close surveillance over exports. We have not felt since then 
that foreign demand for scrap was so abnormal as to necessitate limiting exports 
quantitatively. Although the heightened demand on this country may not be 
short-lived, we are informed that long-range efforts are being made to reduce the 
reliance on United States scrap, such as a recently established Coal and Steel 
Community subsidy to stimulate increased use of pig iron, and the planned 
expansion of pig iron producing facilities by the British and Coal and Steel Com- 
munity. 

Lastly, you asked whether a statement which I made on April 17, 1953, in 
connection with the 1953 extension of the act still represents my views. In 
general, my full statement of that date reflects my present thinking. I should 
note, however, that circumstances are substantially different now than when 
I related the use of export controls generally to domestic distribution controls 
by the statement (which you quoted) that— 

‘““& * * T believe that relaxation in domestic distribution controls should be 
accompanied insofar as possible by similar action with respect to controls on 
exports. I would expect, in general, to retain export controls for reasons of 
short supply only where needed as a counterpart of domestic distribution controls 
or = unusual cases where required in the interest of national security or foreign 
policy.” 

At that time, there was still a sizable residue of domestic controls requirin 
counterpart short supply export controls. As you know, we have terminat 
all of the domestic distribution controls and have reduced the approximately 
120 commodity groups under short supply export control during the Korean 
crisis to but 7 at the present time. In these few instances only was it appropriate, 
in our judgment, to exercise short supply export controls for reasons sufficient in 
themselves and not necessarily with regard to the existence of related domestic 
distribution controls. 

Regarding the possibility of imposing domestic distribution controls on iron 
and steel scrap, I should point out that to do so under existing law, as you know, 
would require a finding pursuant to section 101 (b) of the Defense Production Act. 
And, in the light of known and presently foreseeable defense requirements, I do 
not believe that such a necessary finding could be made. 

I appreciate the opportunity to make my views known on these points. If 
additional details are desired, i shall be glad to supply them. 

Sincerely yours, 
Srnctark WEEKs, 
Secretary of Commerce. 
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ATTACHMENT 
Price of steel scrap, pig iron and finished steel, selected periods 
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o ; Average of No. 1 heavy melting steel scrap delivered to consumers at Pittsburgh, Philadelphia, and 
icago. 


2 Based on averages for basic iron at Valley furnaces and foundry iron at Chicago, Philadelphia, Buffalo, 
Ve and Birmingham. 

— index based on steel bars, shapes, plates, wire, rails, black pipe, hot and cold rolled sheets, 
and strip. 


Source: The Iron Age. 





EXTENSION OF EXPORT CONTROL ACT OF 1949 


MONDAY, APRIL 30, 1956 


Unitep Srares Senate, 
ComMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON INTERNATIONAL FINANCE, 
Washington, D. C. 

The subcommittee met, pursuant to recess, in room 301, Senate 
Office Building, at 10:05 a. m., Senator J. Glenn Beall presiding. 

Present: Senator Beall. 

Also present: Senator Bush. 

Senator Bratu. The committee will come to order. 

On April 19, 1956, this subcommittee held a hearing on S. 3238, a 
bill introduced on February 20, 1956, to provide for a 3-year exten- 
sion of the Export Control Act of 1949, without amendment. At 
this hearing, the subcommittee heard witnesses from the Department 
of Commerce. No requests to be heard had at that time been 
received from any private citizens, organizations, or concerns. 

Since the date of the hearing, the subcommittee has had a number 
of requests to be heard from persons interested in the question of 
exports of iron and steel scrap. We have received statements from 
many of them, but it has been urged that a hearing at which the 
interested groups could be heard would be more ‘ielpfull to the 
subcommittee. 

The subcommittee has, therefore, decided to hear representatives 
of the two interested groups: scrap purchasers—steel mills and 
foundries—on the one hand, and scrap producers and dealers on the 
other hand. 

Tron and steel scrap is essential to the production of steel, and 
especially to iron and steel castings. It is a highly strategic material, 
though, ee of its bulk, no stockpile has been established. Con- 
sumption of iron and steel scrap is at record levels, commensurate with 
the present record level of steel production. Exports of scrap in 1955 
were at a record level, far above any previous year. No exports to 
Soviet-bloc countries are permitted, a if exports reduce the do- 
mestic stock too far, the national security would be gravely affected. 

The price of iron and steel scrap has increased sharply over the 
past year, though it had dropped in 1953 and 1954 from 1952 levels. 
The price of steel products and gray iron and steel castings has in- 
creased fairly steadily over the past few years. 

The Department of Commerce is maintaining a close scrutiny over 
exports of iron and steel scrap but has not imposed any quantitative 
limit on its export. 

Under these conditions, a number of questions face us: 

1. Are the recent and anticipated future exports of iron and steel 
scrap so great as to impair national security? The Department of 
Commerce has authority to restrict exports on this basis, but it does 
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not feel the requirements of national security compel a reduction in 
exports of scrap. We then have two questions: Is Commerce apply- 
ing the statutory policy correctly? Should this statutory provision 
be amended? 

2. Are recent and anticipated exports of scrap having an inflationary 
impact on the price of steel and steel products, within the statutory 
standards? Commerce has authority to restrict exports on this basis, 
but is not doing so. Two questions again arise: Is Commerce applying 
the statutory policy correctly? Should this statutory provision be 
amended? 

Now, gentlemen, we have brought up this question of having these 
hearings because some of you have requested these hearings. 

Our first witness is Mr. Robert W. Wolcott, chairman of the board 
of Lukens Steel Co. 

Will you come forward, Mr. Wolcott? Good morning. It is nice 
to have you. Have a chair and, if you will, state your name and 
address for the benefit of the reporter. 


STATEMENT OF ROBERT W. WOLCOTT, CHAIRMAN OF THE BOARD, 
LUKENS STEEL CO. 


Mr. Wo tcorr. I am Robert W. Wolcott, chairman of the board of 
Lukens Steel Co., Coatesville, Pa. My company is classified in the 
iron and steel industry as a semi-integrated company. 

My entire working life has been in the iron and steel industry. 
I have been associated with iron and steel scrap problems on an 
industrywide basis since prior to World War II. Earlier this year I 
returned from a 2-month trip to Europe making an on-the-spot 
check of the European scrap situation. 

I am honored and most appreciative to have this opportunity to 
express to you my views on the present administration and proposed 
extension of the Export Control Act so far as iron and steel scrap are 
affected. 

At the outset, let me summarize my position with respect to the 
pending legislation, S. 3238, to extend the Export Control Act. The 
Export Control Act is a sound law, but because of the manner of 
administration by the Department of Commerce, it appears to me 
that the will of Congress has been frustrated. Under these cireum- 
stances, two reasonable courses of action would appear to be open to 
Congress. One would be to clarify its intent in extending the act. 
The second course of action would be to modify the act itself by estab- 
lishing quantitative limitations upon scrap exports. 

As a matter of principle, the former course is preferable, and it is 
the course taken by the House Banking and Currency Committee in 
its report on legislation paralleling that which your subcommittee is 
considering today. As far as I am concerned, that statesmanlike 
report as it refers to exports of iron and steel scrap deserves full 
endorsement. 


CONGRESSIONAL INTENT 


Let us examine the congressional intent of the Export Control 
Act and consider how it is being carried out. 

As you well know, the act provides—and I quote: 

The Congress hereby declares that it is the policy of the United States to use 


export controls to the extent necessary (a) to protect the domestic economy from 
the excessive drain of scarce ma and to reduce the inflationary impact of 
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abnormal foreign demand; (b) to further the foreign policy of the United States 
and to aid in fulfilling its international responsibilities; and (c) to exercise the 
necessary vigilance over exports from the standpoint of their significance to the 
national security. 

Briefly, Congress states that export controls should be used to 
advance three objectives; namely, domestic economy, international 
relations, and national security. The declaration of policy is wholly 
affirmative. It is completely positive in its approach. Commerce, 
however, appears to have injected an overriding negative element. 
Under its interpretation, export controls may be used only to the 
extent they are absolutely necessary in the interests of the three 
designated objectives. 

This interpretation is reflected in Commerce’s administration of 
the law and is spelled out by Assistant Secretary of Commerce for 
International Affairs in his testimony before the House Banking and 
Currency Committee and by the Department’s representative in 
testimony before this subcommittee. 

Though the point may sound a bit legalistic, it indicates conflict 
between the spirit of Commerce’s administration of the law and the 
spirit of the law itself. 

Let us consider the adverse effect of such administration upon the 
basic objectives which the act is designed to serve, namely, the domes- 
tic economy, international relations, and national security. 


NATIONAL SECURITY 


The most important of these is national security. 
The big issue is whether or not this country will have enough scrap 


to sustain capacity operations of the iron and steel industry over an 
extended period at some unknown time in the future. This is a long- 
range problem concerning the Nation’s mobilization base. 

We have no certain answer to this problem, but the available 
evidence points to serious doubts that this Nation can muster enough 
scrap to take care of its own mobilization requirements. 

More specifically, statistical data on the Nation’s scrap resources 
are woefully inadequate. Until just prior to World War II there 
were no comprehensive statistics covering scrap purchases, consump- 
tion, and inventories of mills and foundries. To this date there are 
no reliable statistics available covering receipts, shipments, or inven- 
tories of scrap dealers and processors, and there is no authoritative 
statistical information on unprepared scrap at its source. 

This lack of information has been brought to Commerce’s attention 
numerous times in the past, both officially and privately, but Com- 
merce has accomplished nothing significant toward remedying this 
situation. At the hearings before this subcommittee on April 19, 
the Commerce representative observed: 

As regards the depletion of our national inventory, we find ourselves in a 

position of not having sufficient information either in Government or in industry 
to arrive at a sound judgment. 
He went on to state that Commerce is gathering information on this 
subject at the request of the Office of Defense Mobilization, which 
I understand was made a year ago. The Commerce representative 
concluded: 

Until we have substantial evidence then, and until this study is completed, we 


do not feel that there is justification for the imposition of any greater degree of 
control over these iron and stee: scrap exports than is presently in effect. 
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Gentlemen, this is a reckless viewpoint, completely contrary to the 
positive congressional policy of using export controls to protect 
national security. 

Are our memories so short that we forget the tremendous Gov- 
ernment-sponsored scrap drives between 1942 and 1952? When 
these campaigns were run, the capacity of the steel industry was 
substantially below what it is today; moreover, then there was an 
embargo on scrap exports as contrasted to today’s unlimited scrap 
exports. 

A story of my personal experience will illustrate the about-face of 
the Commerce Department in regard to scrap matters. In 1948, the 
Commerce Department was energetically trying to help the steel 
industry import scrap from Europe. To this end, the Department 
sent me abroad as its consultant to study the foreign scrap picture. 
In 1948, the capacity of the steel industry was 94 million tons. Today, 
when that capacity is 128 million tons, when our own demands for 
scrap are at their peak and our industry is planning broad expansion, 
the same Department, under the same law that existed in 1948, is 
permitting unlimited scrap exports, while our State Department is 
assuring foreign consumers that they can have what they want. 

Authoritative studies have recognized that enough scrap could not 
be made available to meet domestic requirements at capacity opera- 
tions or in the event of emergency, let alone foreign requirements. 
Among these are the report to the President of the Materials Policy 
Commission headed by William S. Paley and the more recent Battelle 
Memorial Institute report on requirements and supplies of ferrous 
scrap in the United States. 

As a matter of further information, I note that the present rate of 
scrap export this year approximates the 1955 rate. In round numbers, 
we shipped 5 million tons of scrap to foreign countries last year. This 
is 3 times the 1954 scrap exports and 17 times these exports in 1953. 
In 1955, we exported about 12 percent of the Nation’s purchased 
scrap and a still higher percent of the Nation’s purchased scrap of 
good quality. 

Thus, to the extent that the Export Control Act calls for the use 
of controls for the sake of national security, it seems improper to me 
to permit the present enormous foreign drain upon our limited scrap 
resources. 

INTERNATIONAL RELATIONS 


The second objective of the Export Control Act is to further the 
foreign policy of the United States and aid in fulfilling international 
responsibilities. 

Presently, Commerce is acting on the theory that in the case of 
scrap complete freedom from export controls best serves the country’s 
international relations. 

Though we all recognize that we must help friendly foreign nations, 
we can do our allies an injustice by apg and encouraging them 
to believe that they can always rely on us for serap. If shortages 
come and exports are curtailed or shut off altogether, our allies can 
be hurt severely if they have built up a dependence on us—a depend- 
ence beyond our means to support. 

As I mentioned earlier, I was in Europe this January and February 
and made a study of the scrap situation there. The results of this 
study indicate the following: ‘ 
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(1) The Western European countries have been encouraged to 
rely indefinitely upon scrap exports from this country and that their 
requirements for our scrap will continue at the present record level 
or become higher unless they are checked in this country. Represen- 
tations to the contrary which have recently been given publicity in 
this country should be discounted, 

(2) The European Coal and Steel Community’s capacity for pro- 
ducing steel will materially increase during 1956 and capacity operation 
will continue throughout the year. Steel is a booming industry in 
Europe. 

(3) What is particularly significant in connection with European 
steel expansion is the fact that the ironmaking capacity of the 
European Coal and Steel Community is not increasing to correspond 
with steelmaking capacity. Thus, scrap requirements for the new 
steel capacity are disproportionately heavy. With United States 
scrap apparently available upon demand, the Europeans would appear 
to have chosen to purchase scrap rather than to make capital outlay 
for blast furnaces. 

(4) Serap prices in Europe are fixed at a relatively low level by an 
agreement between steel producers and the scrap trade. The price 
of scrap imported from the United States is considerably higher. The 
impact of these higher prices, however, is softened by subsidies and 
pooling arrangements within the Community. In effect, Europe 
conserves its own scrap resources by buying ours with aid of Govern- 
ment subsidy and special cartel arrangements. 

(5) There is no effective review and analysis of the European 
countries’ stated requirements for United States scrap, and there is no 


systematic program for reducing these requirements over a period of 
\ ~ q p 
Pp. 


time. Effective, long-range planning with respect to the scrap 
supply-demand situation is completely absent on both sides of the 
Atlantic. 

Instead of using export controls to encourage friendly foreign 
nations to rely more on their own scrap resources and less on ours, 
our Government is allowing a dependence for United States scrap to 
to be built up—a dependence which this country may later be required 
to disown to the hardship and disappointment of some of our allies, 


DOMESTIC ECONOMY 


The third objective which the Export Control Act is supposed to 
serve is the domestic economy. The language of the act is worth 
repeating. The objective is—and I quote: 
to protect the domestic economy from the excessive drain of scarce materials and 
to reduce the inflationary impact of abnormal foreign demand. 

So far as scrap is concerned, Commerce, in my judgment, has not 
implemented this part of the act. It seems to me that the mtent of 
Commerce has been substituted for the intent of Congress. 

Under Commerce’s interpretation of the law, as indicated by its 
public statements and testimony, there can be no quantitative limi- 
tations upon scrap aes until production is lost or people lose their 
jobs because of a lack of scrap. For only then is there a sufficient 
shortage of scrap to qualify it as a scarce material. To this I say: 
Must we wait until the patient dies before we call the doctor: Must 
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we buy a lock for the barn door only after the horse is stolen? Must 
we wait until it is necessary to have a scrap drive before we begin to 
husband our resources? 

We have already noted how United States scrap exports have in- 
creased by leaps and bounds during the past 2 years—from an annual 
average between 1946 through 1953 of about a quarter of a million 
tons to 1,600,000 tons in 1954 to 5 million tons in 1955. Now let us 
consider the inflationary factor. During 1955—the record year for 
both scrap exports and domestic scrap consumption—scrap prices 
rose over 50 percent. This year they have risen still further, reaching 
all-time highs. 

Despite the fact that the soaring scrap prices were generated and 
have been sustained by the unparalleled acceleration of scrap exports, 
along with the increased activities of the steel industry, Commerce 
has disclaimed the propriety of using export controls to ameliorate 
the situation. 

The inflation of domestic scrap prices by unrestricted foreign 
demands has a much greater effect upon small steel companies than 
the large companies. The former, known as semi-integrated companies 
because they do not have their own blast furnaces, can produce annu- 
ally about 11 million tons of steel, representing between 8 and 9 percent 
of the American steel capacity. 

Small companies are far more dependent upon scrap than the large 
companies with blast surfaces. In making steel, a semi-integrated 
company uses from 70 to 100 percent scrap, whereas the integrated 
companies use 40 percent scrap or less in their charge, the balance 
being in the form of hot metal or pig iron. Moreover, because the 


small steel companies use a high Ansan a of scrap in making steel, 


this group representing 8 or 9 percent of the production require more 
than one-fifth, or 20 percent, of all scrap purchased by the entire steel 
industry. They need high-quality scrap. They can less afford to 
use low-quality than can the large companies, the latter having the 
advantage of being able to use quantities of hot metals to dilute 
impurities. 

Thus, the skyrocketing scrap prices of the past year have resulted 
in limiting the earnings of small steel companies. As a consequence 
of this, their economic strength is impaired and their opportunity 
for effective participation in the expansion of the steel industry is 
minimized. The economics of their life become inclined toward 
marking time rather than moving forward with the industry. 

Mind you now, during the upsweep of scrap prices, the prices of 
steel products remained reasonably stable. Thus, small steel com- 
panies were caught in an economic squeeze and they are still in that 
squeeze. 

This completes my review of the reasons why Congress should use 
its good offices to influence the executive branch to use the Export 
Control Act in order to accomplish the objectives of that act with 
respect to iron and steel scrap. 

In conclusion, let me emphasize that the act, which I assume will 
be extended, will be no more effective than its administration. In 
effect, its administration is as important as the act itself. 

I hope that my remarks here today help to create a balance and 

ut a true perspective on the act as it deals with iron and steel scrap. 
n enacting the law in the first place, you delineated clearly its specific 
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purposes. If you will now make a further declaration of intent con- 
cerning the act, as did the House Banking and Currency Committee, 
and see that the act is administered according to such intent, I am 
confident that it will assist greatly in permitting those of us in the 
steel industry to discharge our responsibilities to the Nation. 

Thank you very much for the opportunity to appear before you 
today. If you have any questions concerning this testimony, I shall 
be glad to try to answer them. 

Senator Brat. Thank you, Mr. Wolcott. That is a very splendid 
statement. 

I gather you have had an opportunity to see the House Banking 
and Currency Committee report? 

Mr. Wo tcort. I did, sir. 

Senator Beaty. On page 4 they very definitely called attention to 
the fact of the lack of scrap in the country. You concur in that state- 
ment I presume? 

Mr. Wotcorr. Yes. The industry is very apprehensive about the 
future supply of scrap. 

Senator Bratu. Then you may recall a letter that Mr. Sinclair 
Weeks, the Secretary of Commerce, wrote in 1953 in connection with 
extension of the act in that year. I do not know whether you have 
seen this so I want to read this paragraph to you, if you will. This is 
from Mr. Weeks. 

I believe that relaxation in domestic distribution controls should be accompanied 
insofar as possible by similar actions with respect to controls on exports. I would 
expect in general to retain export controls for reasons of short supply only where 
needed as a counterpart of domestic distribution controls or in unusual cases where 
required in the interest of national security and foreign policy. 

It was in 1953 Mr. Weeks said that. The controls have been re- 
laxed since then. And now, you think we do not have the supply? 
It is worse now, you would say, than when we had the controls? 

Mr. Woxcorrt. That is right. The outlook for the supply situation 
is worse. Mr. Chairman, this thing seems to be getting out of focus 
in some ways. In 1953 we asked the Department of Commerce not to 
take off controls but to hold controls until we were in a position to 
gage intelligently how much scrap we could afford to export and at 
the same time, how much scrap or equivalent metallics the foreign 
countries really needed. National security was the paramount con- 
sideration. 

In effect, we said, ‘Please don’t let the controls go until you first 
know that you have got enough supply in this country to feed the 
mills in case of a national defense emergency.”’ 

Now, that was a sensible request and they did not do a single thing 
about it. As we keep on talking to them, they say to us, ‘“‘Why 
don’t you prove to us we can’t afford to export?”’ That isn’t our job. 
On the contrary, it is their job to prove that we have enough before 
permitting exports without limits or plans. 

It is up to them to establish that the present and future supply of 
scrap is sufficient to take care of the domestic economy in cases of 
crisis before allowing exports. 

But since 195 Serene has not taken any effective action in 
spite of the repeated, continued pleas to find out where we are going 
before we get into a jam. 
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companies will furnish us from stampings, making automobiles today, 
and from normal fabrication of material. 

Senator Bratt. What was the domestic consumption of scrap in 
1955 compared with 1954 and 1953? Did it go up or down? 

Mr. Wo tcort. I did not hear that. 

Senator Bratt. What was the domestic consumption of scrap in 
1955 as compared to 1954 and 1953? Was the consumption greater 
in 1955 than it was in 1954 and 1953? 

Mr. Wo.cort. Yes, sir. 

Senator Brau. It was? 

Mr. Wotcot. I can furnish you the specific figures. I do not 
have them at my fingertips. 

Senator Brau. I think that would be interesting, Senator Bush, 
for the record; don’t you? 

Mr. Wotcorr. We could easily furnish them. I think probably 
some of the gentlemen here can furnish it to you in later testimony. 
They have it. 

(The following was supplied for the record by Mr. Wolcott:) 

On a comparable basis with today’s figures, purchased scrap consumption by 
all consumers in the United States was 29.8 million tons in 1953, 22.4 million tons 
in 1954 and 32 million tons in 1955. The Bureau of Mines changed its method 
of reporting these statistics in 1953. According to the former method of report- 
ing, the 1953 figure is 31.6 million tons. The tonnages are gross. 

Senator Beauu. I think that would be most interesting to show we 
are on the increase. I should like to have inserted in the record at this 
point a table showing consumption of scrap, and foreign trade in 
scrap, and also production of other ferrous metals. 


(The following tables were compiled by the committee staff :) 
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Consumption of iron and steel scrap and pig iron 
[Gross tons (2,240 pounds)] 


| 


Scrap Pigiron || | Scrap Pig iron 


| i} | | 
|| 1955— September_...._.-_.. | 6,060, 491 
i] October : . --| 6,443, 349 | 

| November..........| 6, 441, 351 
December _. ‘ 6, 496, 796 | 

| 1956—January __ ....-.| 6,688,977 | 

February... -| 6,345, 421 | 

March (prelimi- 

5, 913, 031 , 769, i nary) ..--- -| 6,716, 000 | 


1955—January 5, 416, 052 
sere: 
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Source: U. 8. Bureau of Mines. 


Mr. Wotcorr. You see, we are up against a 15-million-ton in- 
creased capacity expansion program now, sir. That adds to the 
problem. 

Senator Brau. I take it then that you concur in the House report 
on page * 4 where they call very definite attention to the fact there is a 
scarcit 

Mr. ee Yes, sir; I concur with the House report about scrap. 
Let me say to you that the scrap industry has done an outstandin 
job during this past year in supplying scrap, and we have not ha 
much dep etion in our inventory position. Some. 

The point is: Why do we wait? Weare fearful of the days to come. 
Why do we wait until we see our mills are down, our furnaces off, and 
people out of work? 

Senator Bra... It is too late then. 

Mr. Wo xcorrt. It is too late. If somebody will prove to us that 
there is enough scrap to take care of our economy under all circum- 
stances that are felt necessary as well as export, we would have nothing 
more to sa 

Senator as fs Right now you are at a peak time of employment, 
but you do not know perhaps 6 months from now just where you will 
be—— 

Mr. Wotcort. We do not. 

Senator Beauu. Because of a lack of scrap? 

Mr. Wo corr. Neither does anyone else, because there are no fig- 
ures to tell us. 

Senator Beaty. We do not have the figures available? 

Mr. Wotcort. No, sir. 

Senator Beaty. Senator Bush? 

Senator Bus. Mr. Chairman, I would like to ask Mr. Wolcott if 
he can give us any information about the actual supplies of scrap avail- 
able. The prices seem to have gone up, as you said in your testimony, 
but now what about the actual supplies of scrap? Can you give us 
any facts or figures on that that will show that there is a shortage of 
scrap either present or recent or prospective? 

Mr. Wo xcort. Senator Bush, I do not think we can do that be- 
cause, you see, two-thirds of our purchased scrap I think it is—may 
I ask Mr. Tom Hoyt to come up and sit with me? 

Senator Brau. Certainly. 

Mr. Wotcorr. Approximately two-thirds of our scrap is obsolete 
scrap, comes from graveyards—automobile graveyards, from used 
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locomotives, freight cars, and so forth. We do not know what year 
and how much of those articles are going to be turned in as scrap. 
Two-thirds of all the scrap we purchase comes from such sources. 

There are no statistics showing how much of a supply, reserve sup- 
ply, we have got. All we have is we can tell what the steel production 
over the years has been, make certain deductions for loss during war, 
for reinforcing rods, tin cans that are thrown away, depleted, and do 
all the rest of it. But then we come up into the point of the cycle, as to 
how often does this material which is new today turn over to be scrap? 
No one knows. 

We do know that as we increase production of steel our prompt 
industrial scrap, the stuff that comes back from the automobile manu- 
facturers, from Fisher Body, the material that comes back from all 
types of fabrication, increases correspondingly with the amount of 
steel they use. But that is only one-third of our supply. 

Senator Busn. I did not see this book that I have until a few 
moments ago, but on page 5 of the Scrap Institute Yearbook for 1955 
there are some tables I want to ask you some questions about, because 
I think that supply is a very important question in this matter of 
policy. 

(The statistics referred to appear on p. 76.) 

Senator Busan. Is the Scrap Institute an organization of scrap 
dealers or does it include steel companies? What is it? 

Mr. Wotcort. Oh, no; the Scrap Institute is the scrap dealers. 

Senator Busn. That is the dealers? 

Mr. Wotcorr. That is right. A very responsible group. These 
figures that are quoted here, Senator, are from the Bureau of Mines, 
so they are reliable figures. 

Senator Busu. I was noticing here in the 1950’s that it appears that 
the consumption of ferrous scrap had gone down from let’s say 1951. 
It appears to be 68 million, then 61 million, then 69 million, and in 
1954 it was 54 million. We do not have figures for 1955 here. 

Mr. Wotcorr. 1951 was the Korean. 

Senator Busu. Yes. 

Mr. Wo corr. 1952 was the strike period, when we had shutdowns. 

Senator Bus. Yes. 

Mr. Wo corr. 1953 was when the industry came back the following 
year, you see. 

Senator Busn. Yes; and what about 1954? 

Mr. Wotcorr. Well, just a low operating year. You see, we say 
that three things have built up this backlog of scrap which allowed 
them to take care of us this year. 

Tremendous quantities of dormant scrap were being uncovered due 
to drives and campaigns from the year 1941 on. 

In 1952 the work stoppage in the steel industry terminated 75 per- 
cent of all steel-scrap consumption for a 60-day period, while steel- 
scrap generation, of course, continued. The fabricators and the rest 
continued. 

Estimates have been made that between 3 and 4 million tons of 
purchased scrap backed up during these 60 days when furnaces were 
not consuming scrap, and it was still bene produced. 

In late 1953 until late 1954 the steel industry rate of operation de- 


clined sharply so that an additional several million tons of scrap backed 
up either at dealers’ yards or in the dormant state at its point of 
occurrence. In other words, there wasn’t any demand for it so it 
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wasn’t collected. Old automobiles were not scrapped and freight cars 
were not necessarily scrapped and stuff that was on the farm was 
not picked up because there was not sufficient demand. 

Senator Busu. Scrap is a vital element for steel production, isn’t it? 

Mr. Wo.cort. Most vital. Yes, sir. 

Senator Busx. More so to some companies than others, of course. 

Mr. Wotcorrt. Yes, sir. 

Senator Busy. But are you stating to this committee that there is 
definitely a recognized shortage of scrap in this country? 

Mr. Wo tcort. No, sir. 

Senator Busn. You are not? 

Mr. Wo.cort. No, sir. We cannot prove that, Senator. No, 
sir, We cannot. 

Senator Bus. I see. Are supplies today adequate to take care 
of the needs of these companies? 

Mr. Woucort. So far they have, but we are most apprehensive 
about the future. 


Senator Busx. So that your argument then is to forestall a possible 
shortage? 

Mr. Wo tcort. That is right. We want the Government to find 
out where we are going before we get into trouble. That has been 
our plea since 1953. d that is why we are concerned about the 
administration of the Export Control Act. Our apprehension about 
the scrap situation is the long-range problem of supply. Just think; 
out of the past 14 years 10 were years of varying degrees of shortages. 

Senator Beauu. In your business particularly you are planning full 
production for say a year away, maybe longer in some instances? 

Mr. Wotcort. Yes. 

Senator Beaiu. You are contracting for scrap? 

Mr. Wotcort. Oh, yes. We are worried today, very much worried, 
about adequate supplies in the future for our domestic economy, to 
say nothing of export. 

Senator Saat Even though you have contracts for, say, 1957, 
you are not sure that you are going to be able to get the scrap? 

Mr. Wo tcort. That is right, because of the uncertainty of the scrap 
supply situation, we are concerned about our ability to meet future 
delivery schedules of orders on hand. 

Senator Bratu. The newspaper reports indicate that your particular 
company, Lukens Steel, increased its profits greatly in the first quarter 
of 1956 over the first quarter of 1955. I want to say right here in the 
record and on the record I do not object to any company making a 
profit. I congratulate you. But I was just wondering. Does not 
this indicate that your firm is profiting at the present high prices of 
scrap? You are buying this scrap at increased prices? 

r. Woxcorr. t is right. 

Senator Beaty. And you are still making a profit? 

Mr. Woxcort. Well, no one is, naturally, as of the moment scrap 
— of the past 60, 90 days have been going up. In fact, scrap prices 

ave recently reached new peaks. 

Senator Brau. Practically every 30 days they have been? 

Mr. Wotcort. In general scrap prices during the past year have 
been steadily moving upward. 

Senator Busx. This year? 

Mr. Wotcort. This year. The last 30,45 days. It has been going 
up. So we have not as yet—the inventory situation is not reflected 
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in our operations—talking about Lukens now, the question you asked 
me. It is not reflected in our—if we had to superimpose today’s 
scrap prices into our present selling price we would not be making a 
rofit. 

. We today are selling our steel at $6 a ton over our competition in 
order to live. The past quarter we have had a windfall. We are a 
specialty company. We make specialties. We have had a period 
come in of specialties which had nothing to do with scrap. I mean 
they were in clad materials. Big orders on our specialties have 
brought our profit up abnormally during the past quarter. 

If we took away the $6 premium which we are charging for our 
plates in order to live, we would lose money on every ton of our 
carbon steel. 

(The following was submitted for the record:) 
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1 Average of mean between dealers’ buying prices and dealers’ selling prices to consumers—based on 
Price Schedule No. 4, established by the Government, from Apr. 3, 1941, to Nov. 10, 1946. 

2 Eastern Pennsylvania, Coatesville, Phoenixville, Harrisburg. 

3 Price ceilings established on Feb. 7, 1951, under OPS regulation cast in the OPS Order CPR-5. 

4 The item designated No. 1 mach cast is drop broken machinery No. 5. 

5 On Feb. 13, 1953, Ceiling Price ion No, 5 was canceled; consumer prices now include $1 broker- 
age fee. However, because of a confused transition in the trade these changes were not made effective 
until Feb. 18. In addition cast grades were switehed from shipping point to f. o. b. basis. 


Senator Brau. This table we have here shows in December iron 
and steel scrap was selling about 126.4, went up in January to 135.3, 
and then fell off. I understand now the index is back up again to- 
about 135, is it not? 


(The table referred to follows:) 
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Price indexes for selected commodities, Bureau of Labor Statistics reports 
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Mr. Wo corr. I will just: get’ those.. I have it right here. Will 
you repeat that, please? 

Senator Brau. I say I notice in this table that the index in De- 
cember was about 126.4. In January it went up to 135.3. Now, 
what is it today? Do you have that? We do not have that as of 
today. The last figure we show is for March. 

Mr. Wo corr. I think you are using the Bureau of Labor Statistics 
figures. Is that what that is? 

Senator Brauu. Yes. 

Mr. Woxcort. They differ from those in Steel Magazine and Iron 
Age which are devoted entirely to the steel industry one way or 
another, the Steel Magazine indicates, that as compared with January 
1941 prices steel scrap shows an increase of 175 percent, pig iron 150, 
nonbessemer ore 150, and finished steel only 125. In other words, a 
difference of 175 and 125 for scrap and finished steel. 

Senator Buatu. Are they this year’ ’s figures or last year’s figures? 

Mr. Woxcorr. They are this year’s. They are published in an 
article entitled “Scrap Too High” in the Steel Magazine of January 
16, 1956. 

The Iron Age figures on April 17, 1956, as compared with the 
average of 1947, 1948 and 1949, showed that the composite price of 
scrap per ton increased 158 percent, pig iron 147 percent, and finished 
steel in cents per pound 153. 

What different indexes have been used by the Department of Labor 
as against these figures I cannot tell you, but probably it is on account 
of the index of 1947 and 1948 containing some factors that are not in 
the Iron Age or Steel comparison. 

Senator Busu. Mr. Chairman, let me ask Mr. Wolcott this question: 
At the bottom of page 8 on his statement he speaks of the increase in 
scrap exports from nearly 300,000 tons in 1953 to 1,600,000 tons in 
1954 and 5 million tons in 1955. _ Is that right? 

Mr. Wotcorr. That is right, sir. 

Senator Bus. At the same time, I presume that domestic. con- 
sumption of scrap has increased too, has it not? 

r. Woxtcort. Oh, yes. 
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Senator Busn. How do you account for that large increase in export 
of scrap in 1955—up to 5 million tons? That is over 3 times, or 3 
times as much as it was in the previous year. What has happened 
that it suddenly shot up like that? 

Mr. Woucorr. Well, increasing world operating rate. Back in 
1951, 1952, when the European Steel and Coal Community was 
formed, our State Department gave pretty good assurances to those 
countries we would do everything we could to help. 

From that point on, the European Steel and Coal Community 
have come into the market, the United States market, for scrap, and 
it has gone up from, well, a couple hundred thousand tons to over 
2 million tons. 

The 5 million tons of scrap exports includes exports to England 
and Japan. Here you have Japan, which has no iron ore, has no 
coal to any extent, and has no scrap. They are dependent upon this 
country. But they are being allowed to be dependent upon it without 
any end point being put in. 

The same way with the Europeans. I was surprised, I was flabber- 
gasted, to go to Europe to find the steel mills there. were expanding, 
continuing to expand their capacity year after year without any 
relation to the fact that some day scrap had to be cut off. 

Senator Bus. Are you prepared to say what you would do if you 
had control of this situation at the Department of Commerce level? 
I mean you are asking them to put some controls on. 

What do you recommend specifically? Have you any specific 
recommendations? 

Mr. Wotcorr. Yes. I would place scrap exports under quantita- 
tive limitations. I would not want to state a specific tonnage limi- 
tation as of today. I certainly would not let exports go any higber 
and I think I would reduce them. I would also not allow our scrap 
exports to support further expansion in these countries in their 
steelmaking capacity. 

Senator Buss. You cannot very well tell these countries that they 
cannot expand their steelmaking. 

Mr. Wotcort. We can say, ““You can’t have any more scrap on 
which you are basing it,” can we not? We could shut off our exports 
to that extent. 

Senator Busn. Yes; under this bill we can control the export. 
What I am asking you, if you care to—— 

Mr. Wotcort. That is all right. 

Senator Busx (continuing). I do not want to press you—but if you 
have any definite recommendation as to what you think the Depart- 
ment should do in the way of limitation. at should they say? 
What should they do? 

Mr. Wo corr. I would say, sir, that you cannot—I would probably 
cut down the exportation of serap to some figure lower than it is today. 
I would say, uy ou cannot have any more scrap for any anded 
capacity at all, that you have got to build blast furnaces to take care 
of any expanded capacity in your country.” 

Senator Busu. Let’s say that you put a ceiling on the export of 
ae which is about what you are recommending—at the present 
evels. 

Mr. Wotcortr. We might start at present levels. But over a period 
of time it would decrease substantially at least, until we are able to 
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determine what our own position is with respect to the sufficiency of 
our supply. 

Senator Busx. You would limit it now to 5 million tons? That is 
what it was in 1955. 

Mr. Wo.cort. There is no limit to it now. 

Senator Busn. No, but I say you are recommending that a limita- 
tion be put on it? 

Mr. Wo corr. That is right. 

Senator Bus. Are you willing to go further and say it should be 
limited to the 5-million-ton export that we had in 1955? 

Mr. Wo corr. In my judgment, the quantitative limitation might 
start out for the first quarter or two at an annual rate of 5 million 
tons—certainly no higher—but then this rate should be scaled down 
substantially in succeeding quarters. 

Senator Bratu. Senator Bush, I take it—excuse me, Mr. Wolcott, 
go ahead and finish, 

Mr. Wotcorr. In 1953 when we were asking them not to let con- 
trols go they told us if it ever got to a million tons they would put 
controls on. The Department of Commerce said this—if it ever got 
to a million tons. 

Senator Bus. They said that? 

Mr. Wolcott. Yes, sir. 

Senator Busy. When did they say that? 

Mr. Wotcorr. 1953. Yes, sir. They said that to us, said it to the 
scrap industry. They told us, a group of us. 

Senator Busu. If a limitation were put on at the present level of 
export, which last year was 5 million, let me ask you this question: 
What effect. do you think it would have on the price of scrap in this 
country? 

Mr. Wo.corr. I could only hazard a guess. 

Senator Busu. All right. 

Mr. Woxcorr. I am not so sure it would have any significant 
effect at all. 

Senator Bus. Might not affect it? 

Mr. Woxcort. That is right, if we kept up at our present high 
rate of operation domestically. 

Senator Busu. What effect do you think it would have on the 
collection and production of scrap? 

Mr. Wo corr. I think as long as we are keeping up with as high 
a rate of production as we are Thing today it sould have no signifi- 
cant effect on it at all, collection or anything else. 

Senator Busu. You do? 

Mr. Wotcorrt. Yes. 

Senator Busu. I have no other questions. 

Senator Beaty. Senator Bush, along that line, from what Mr. 
Wolcott said I take it he is very much concerned that the Department 
of Commerce has never taken an inventory. We do not really know 
whether we could export 1 million tons or 5 million tons because we 
have no inventory. 

I take it what you are saying is you would like Commerce to make 
& survey immediately with an idea of reporting what surplus scrap 
we have in this country. Whether we can afford to export 5 million 
tons or not. Is that not what you want? 

Mr. Woucort. Tht is right. They ought to prove to themselves 
they can continue to export what they are doing, and they should 
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not wait a year to find that out, because we might be in trouble 
before that. 

I also think I ought to tell Senator Bush this: You see, since 
December, up to last month, the inventories of steel companies de- 
creased from 75 to 60 days’ inventory—days’ inventory of scrap. 

Senator Brau. Also, Senator Bush, I do not think you have seen 
this, and I will show it to you in a minute, but the House report on 
the extension of the Export Control Act of 1949, Report No. 1998, 
shows there is very definitely no report on inventories of scrap here, 
and they are concerned about that. I would like to put this in the 
record from page 4, beginning at the second paragraph. I am not 
going to read all this into the record because it is here, but I just want 
to read this one sentence. This is in line with what you were talking 
about. 


Despite these uncertainties, export controls on scrap have been relaxed recently 
to the point where scrap is leaving the country at a rate which was not equaled 
even in the days when we emptied our scrap yards just before World War II. 


Let me show you this, Senator Bush. 

Senator Busu. I have it here. 

Senator Brat. If there is no objection, I would like to put that 
in the record at this point. 

(The section of the House report referred to follows:) 


In the past 14 years we have seen four Government-sponsored drives to bring 
out the scrap needed to keep these furnaces and cupolas going. Recent authori- 
tative studies have indicated that sufficient scrap cannot be made available to 
meet domestic requirements in the event of an emergency. The witnesses before 
the committee generally agreed that no one really knows how much scrap we have, 
let alone whether we have a safe supply. 

Despite these uncertainties, export controls on scrap have been relaxed re- 
cently to the point where scrap is leaving the country at a rate which was not 
equaled even in the days when we emptied our scrap yards just before World War 
II. Serap exports risen from an average of 233,000 tons a year during the period 
1946-53 to 1.6 million tons in 1954 and over 5 million tons in 1955. 

A shortage of scrap hits the smallest producers the hardest: The large steel 
mills have blast furnaces for producing pig iron are not so dependent on scrap as 
are the small steel mills and foundries which have no blast furnaces. Continued 
increases in scrap-iron prices could put these small producers out of business. 

Some doubt has been expressed as to whether the Secretary of Commerce has 
authority under the Export Control Act to impose controls if necessary to save 
these producers from being priced out of business. 

The act provides that ‘‘it is the policy of the United States to use export con- 
trols to the extent necessary (a) to protect the domestic economy from the exces- 
sive drain of scarce materials and to reduce the inflationary impact of abnormal 
foreign demand * * * and (c) to exercise the necessary vigilance over exports 
from the standpoint of their significance to the national security.”’ 

The committee wishes to make it abundantly clear that the intent of Congress 
in enacting the Export Control Act of 1949, and the intent of the committee in 
approving its extension this year is to provide the Department of Commerce with 
ample authority to protect domestic industries which are essential to the welfare 
ou security of the Nation, such as the semi-integrated steel producers and the 
iron and steel foundries, from economic injury due to excessive exports. Aside 
from their importance to our normal economy, these industries are key elements 
in our mobilization base. They have repeatedly faced severe shortages of scrap, 
which is absolutely essential to their continued operation, and they are appre- 
hensive about a repetition of these severe shortages. 

The committee shares their grave concern. The testimony before the com- 
mittee indicates that we cannot permit scrap exports to continue at the present 
rate of 5 million tons a year. The committee realizes that the needs of our allies 
abroad must be considered. It would be too disruptive to our international rela- 
tions to cut off scrap exports completely at this time. But some means must be 
found, either aed agreements with the foreign producers to whom we are now 
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exporting scrap, or through imposition of stricter controls under the Export Con- 
trol Act, to reduce exports of scrap to a level where we can be reasonably sure of 
an adequate supply of scrap for domestic needs. 

Mr. Woxcort. I want to repeat, if I may, that our inventories in 
the steel companies decreased from December to April 16 or 11, when 
we had our last meeting, from 75 days’ inventories in the steel com- 
panies to 60 days’ nook In terms of days’ supply. 

Senator Busu. Was that due to decline in your inventory or to a 
step-up in your production? 

Mr. Wotcort. Well, both. Both. We are talking now about 
increasing our capacity 15 million additional tons. 

Senator Busn. You are talking about “we’’ as the steel industry? 

Mr. Wo.cort. The steel industry. 

Senator Beat. Under date of April 19, 1956, the Department of 
Commerce has this to say: 

The Department is paying close attention to this phase of the scrap export 
problem and hopes shortly to initiate a comprehensive industrial survey to ascer- 
tain more precisely the size of the Nation’s scrap inventory. 

Mr. Wolcott, along that line, my question would be: If they do make 
this survey immediately, do you think we ought to postpone imposing 
any controls until this survey is completed? 

Mr. Wo.cortr. No. We are fearful, sir. We think quantitative 
controls ought to be put on immediately of some type. Don’t let’s 
wait. That is a tremendous job—this obsolete scrap study. They 
do not even know the amount for certain of the prompt mdustrial 
scrap that is being generated under today’s production, which is some- 
thing that can be Sarend easily and not take very long to do, and which 
is most essential and which could be most helpful 

Insofar as the amount of obsolete or the reserves which we have in 
this country, that is quite a job. 

But we keep on getting to one point. Before allowing scrap to be 
exported without limit, Commerce should find out on the basis of 
factual evidence the extent to which this Nation’s supply of scrap 
might reasonably be expected to support domestic requirements and 
foreign requirements and at the same time, long-range planning should 
be undertaken to reduce our allies’ dependence on our scrap. 

Senator Bus. Wouldn’t one draw the conclusion that the fact 
that they have failed to put on any export limitation suggest that 
they do not feel at the present time that we are faced with a shortage 
in this country? 

Mr. Wotcort. Oh, no. 

Senator Busn. You yourself have indicated that there is no current 
shortage. 

Mr. Wotxcorr. That may be their opinion, but they have nothing 
to back it up. Just their opinion. 

Senator Busu. We have your statement that there isn’t any short- 
age at the present. time. 

Mr. Wotcorr. They say they do not know whether we are not 
running into shortage. I mean they agree they do not know as to 
whether they are not ing into shortage. 

Senator Breau. And you do not know? 

Mr. Wotcorr. We do not know: They in their own testimony 
state they have no information on which to back up their opinion 
that they should not put on controls. They have nothing to back 
it up. 
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Senator Bus. I am not trying to make their case. I am just 
trying to get the facts for this record. I have talked with concerns in 
this field about this at some length. In my State we have 1 or 2 
companies who feel they have been aggravated and injured by the 
existing situation. But what the committee I think is interested in 
developing is just to what extent there is a shortage and to what 
extent we are faced with the possibilities of a shortage. So far in 
your testimony, while you have given us a great deal of information, 
you have said at the present time there isn’t any shortage and you 
do not know just what the shortage is apt to be, but that as a pre- 
cautionary measure you think a limitation should be put on at 
approximately the present level of exports to test that level, to see 
what effect that will have on the domestic market. Is that right or 
not? 

Mr. Wotcort. Let me try to explain. 

Senator Busn. That in a general way is your recommendation? 

Mr. Wotcort. Let me state it as simply as I can: Since 1940 we 
have had six scrap drives in this country because we have had short- 
ages of scrap. Ten out of fourteen years have been years in which 
there were apparent shortages and some action by the Government 
was necessary during that period—10 out of 14. 

Since that time steel capacity, has increased somewhere between 
20 and 25 percent. 

Don’t you think that we are justified in worrying when we think 
that we ran into shortages and some action by the Government was 
necessary in 10 out of 14 years when steel production was 25 percent 
less than it is today? 

Again we come to the point that we have a shortage of steel today 
and we are asked—we are not asked, but are contemplating increasing 
capacity another 15 million tons. Where are we going? Are we 
going to come up against the point of having furnaces down and a 
crisis in this country before we get control of this situation? 

That is our position. We cannot tell you today that there is a 
shortage at this moment. We think that there are reasons why 
there has been a sufficient supply of scrap for the steel industry as of 
today. But we do not know anything about tomorrow. It is our 
business as management of steel companies to plan for tomorrow, 
because the Government in turn would be after us if we did not. 

Senator Busn. I have no other questions. 

Senator Brauti. Thank you very much, Mr. Wolcott. 

Mr. Woxcorr. Thank you, sir. 

(The following was received for the record:) 


Lukens Street Co., 
Coatesville, Pa., May 2, 1956. 
Hon. J. W. Fu.sricut, 


Chairman, Subcommittee on International Finance, 
United States Senate, Washington, D. C. 


Dear Senator Fuusricut: This is to express my appreciation for the op 
tunity to give testimony to your Subcommittee on International Finance last 
Monday with respect to 8. 3! 

In the afternoon following ag aa canoe before your subcommittee, I per- 
sonally gave the Secretary of Commerce a sum statement on the scrap 
situation and reviewed this statement with him and Assistant Secretaries for 
International Affairs and for Domestic Affairs. 
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I believe that this statement may be useful to your subcommittee in its delibera- 
tions on 8. 3238 so far as iron and steel scrap is concerned and respectfully suggest 
that it be included in the record along with my testimony. 

Please be assured that we stand ready to be of service to your subcommittee in 
any an can. 

pectfully, 
Rosert W. Wotcort, 


Apri 30, 1956. 
Hon. Srnciuark WEEKs, 


Secretary, Department of Commerce, Washington, D. C. 

Dear Mr. Secretary: In compliance with your request for information 
concerning the domestic supply of scrap, you will find herein a résumé of practical 
observations on the subject. Much of this material has been referred to you 
previously in considerably greater detail. Should you wish further elaboration, 
however, on any of the points covered we shall be glad to furnish it to you. 
Government’s part in scrap supply 

The Federal Government has been involved in matters relating to serap supply 
since prior to World War II. 

In 1940, following the export of 20 million tons of iron and steel scrap, it became 
necessary to place an embargo upon scrap export to other nations excepting 
Canada and Mexico. This embargo was retained until the fall of 1953. During 
that period (from 1940 to 1953) the Federal Government was required to cooperate 
and spearhead drives and campaigns in 10 of the 14 years involved because of the 
fact that scrap availability failed to equal requirements for it. The problem 
of an adequate scrap supply is, therefore, not new to the Federal Government 
and, particularly, the Department of Commerce. 


Growing need for scrap 
The steel industry stands today on the threshold of an enormous expansion 
program. 
e expanded facilities contemplated in this program can only be utilized 
fully if enlarged supplies of scrap are available. et there is no more reason to 


believe that the supply of scrap can maintain such production than there was in 
the past when requirements were considerably less. 
Statistics 

Lack of statistics complicates the understanding of scrap supply. 

Until 1936 there were no comprehensive statistics covering scrap purchases, 
consumption and inventories of mills and foundries. To this date there are no 
reliable statistics available covering receipts, shipments or inventories of scrap 
dealers and processors, much less authoritative data on unprepared scrap at its 


source. Evaluations of scrap supply must therefore include past experience, logic, 
and practical viewpoints. 


Long-range scrap cycle 

The scrap problem is a long-range one, having to do with a scrap cycle where 
there is a logical expectancy of tonnages. When this cycle becomes distorted due 
to unusual circumstances, an apparent oversupply or undersupply occurs which is 
temporary and marginal in relation to total requirements. This can be very 
deceiving as to its long-range importance. 

Those of us in the steel industry who op unlimited exports in 1953 when 
restrictions were lifted did not do so based upon a shortage at that time. Nor 
have we done so since that time based upon any claim of current shortages. 
Rather we have, at all times, predicated our contentions upon experience and 


knowledge of scrap, its occurrence, handling, preparation and requirement as a 
basic metallic in steelmaking. 


Recent influences on scrap supply 

The recent scrap supply situation cannot be considered normal. 

For example, let us take the situation today and analyze how we have been able 
to meet high scrap requirements of production as we have and, at the same time, 
support the largest exports of iron and steel scrap on record. In 1952, for the 
first time in 10 years, scrap supplies overtook scrap requirements in a major sense. 
The reasons which contributed to this are as follows: r 


1. Tremendous quantities of dormant scrap were being uncovered due to drives 
and campaigns. 





SS EXTENSION OF EXPORT CONTROL ACT OF 1949 


2. The 1952 work stoppage in the steel industry terminated 75 percent of all 
stee] scrap consumption for a 60-day period while steel scrap generation continued. 
Estimates have been made that between 3 and 4 million tons of purchased scrap 
backed up during this period when furnaces were not consuming scrap as it was 
being produced. 

3. In late 1953 until late 1954 the steel indusiry rate of operations declined 
sharply, so that an additional several millions of tons of scrap backed up either at 
dealers’ yards or in a dormant state at its point of occurrence. 

These facts are inescapable, and result in a distortion to the normal scrap 
cycle. They indicate the impounding of large tomnages of scrap in the hands of 
dealers and suppliers and, back of them, in unprepared form at its source. A 
practical viewpoint is, therefore, that we have been borrowing from an invisible 
reservoir of material thus created. 


Prompt industrial scrap 


Scrap from industry also was plentiful. 

During 1955 exceptionally large tonnages of production scrap, known as prompt 
industrial scrap, were forthcoming from the automobile industry and other 
fabricating industries to a much greater extent than ever before. 


Dissipation of reserves 


Looking ahead, the extent and duration of the long-term importance of these 
unusual events cannot be expected to be lasting. Essentially, at present, a con- 
dition exists where we have been exhuasting the invisible reserves which were 
created from 1952 through 1954, And today, production scrap availability is 
changing as steel flows more into construction and railroads rather than into 
automobiles and types of equipment-making which recently produced large 
tonnages of prompt industrial scrap. 


Demands for scrap 


Scrap demand increases but available supplies diminish. 

The problem we face in the United States regarding scrap supplies is one of 
diminishing sources of ready scrap and a return to a more normal scrap cycle 
which has, in the past, demonstrated its inability to meet demands put upon it 
by consumers without the outside stimulus of drives. To further aggravate the 
problem, we are faced with— 

(1) Capacity operations which are 20 percent higher than in 1952. 

(2) Expansion plans for steel making to the extent of 15 million tons of addi- 
tional capacity in the next 5 years, a large part of which must be supported by 
increased purchased scrap tonnages. 

(3) Continued exportation of scrap at the highest rate in history. 

Presently, we cannot expect any relief from the first two points. The only 
relief from scrap demand can come from terminating or controlling exports. 


Consumers’ inventories 


Present inventories held by consumers could diminish quickly. 

Inventories in the hands of consumers are but temporary protection and can 
be exhausted quickly should supplies of scrap fail to meet demands for it. It 
should be remembered that present inventories of approximately 6 million tons 
are the only protection which consumers have against requirements and that 
when consumers had a national inventory of 4 million tons in 1952, in spite of 


Government allocations of serap, furnaces actually went down because of lack 
of scrap. 


Scrap prices 

Prices today are pressing on an economic ceiling. 

The recent price increases, which have taken No. 1 heavy melting scrap from $26 
a ton in less than 2 years to $56 a ton at present, are now at a point where they 
are approaching “a nataaral economic ¢eiling above’ which they. cannot go unless 
the finished and semifinished prieesof .steel are advanced correspondingly. 


These price increases are a reflection of supply and demand and a tightening of 
the supply situation throughout the entire United States. 


Scrap quality 

Quality of scrap supply is important. 

Experience has proven that in time of tight scrap supply the greatest loss in 
production comes from having to use inferior grades of scrap. Although “‘scrap’”’ 
is a generic term, it should never be overlooked that there are many varying 
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grades of scrap ranging from desirable ones to undesirable ones. Since there is, 
at all times, a limited amount of good grades, in times of high production like the 
present we must depend more upon inferior grades of scrap. 


Measurement of supply 


Proof of supply is needed, not proof of shortages. 

We submit that the determination of the wisdom of exporting scrap depends 
entirely upon adequate proof that there is enough scrap to take care of domestic 
needs, as well-as export requirements, rather than the approach (which has been 


used thus far) which demands proof that there is not enough scrap to meet 
present and future requirements. 


Scrap facts 

Basic scrap facts hold true today. 

In 1953, the Scrap Conservation Committee presented a memorandum concern- 
ing iron and steel scrap supply in which it was pointed out that— 

1. Scrap is a basic metallic for steelmaking. Its use is greater than the use of 
pig iron. Purchased scrap represents one-half of all scrap used. 

2. Seventy-seven percent of all purchased scrap is consumed by steel mills; 
23 percent by foundries and other miscellaneous users. 

3. One-third of all purchased scrap comes from metalworking industries and 
is known as prompt industrial scrap. Two-thirds of purchased scrap does not 
occur from production but must be gathered, prepared, and shipped by scrap 
dealers. This is the uncertain quantity of scrap which can precipitate under- 
supply. There are no authoritative figures indicating how much is available 
from this source, nor are there any describing how much could physically be 
handled per year by the scrap trade. 

4. It is as necessary to be sure of sources of scrap as it is to be sure of sources 
of iron ore, coal, coking facilities, and limestone. 

5. Since scrap is steel already, it alone can supplant shortages of pig iron caused 
by the unavailability of any of its components: iron ore, coal, limestone, 
transportation, etc. 


6. The 20 million tons of scrap exported from 1934 to 1941 greatly contributed 
to the subsequent wartime scrap shortages. 


7. Availability of marginal scrap tonnages can cause either oversupply or 
undersupply. 

Present annual purchased scrap requirements exceed the average total 
ferrous production per annum from 1930 to 1940. Wartime demands are esti- 
mated to have expended 123 million tons of visible scrap potential plus vast 
invisible tonnages which cannot be measured. The reservoir of scrap therefore 
has not expanded since 1930 to the extent which it should have to support present 
steelmaking capacities. 

9. This condition is aggravated by other forms of loss such as corrosion, tin 
cans, and nonreclaimable items which are estimated to run in the neighborhood 
of 20 million tons of steel a year. 

10. The trend in steelmaking furnaces has been from bessemer (no scrap) to 
open hearth (50 percent scrap) to electric (100 percent scrap) which calls for 
greater reliance on scrap as a basic metallic. 

11. Whenever campaigns are run to accelerate scrap movement, the marginal 
tonnages generated represent poorer grades of scrap to a large extent, and each 
aa that campaigns and drives are run the reservoir of obsolete scrap is dimin- 
shed. 


12. Scrap exports siphon off good grades of scrap which are limited in quantity, 
rather than poorer grades. 


Scrap studies 

Each of the above points has been substantiated by various other studies on 
scrap supply. 

In the absence of factual information indicating an adequate supply of scrap 
to meet extended high operations, it should be kept in mind that many important 
studies have concluded that insufficient scrap is available for prolonged high 


operating rates or an emergency involving national security. 
Among these are: 


1. Etcheverry, B. E., Kaiser Steel Corp. 

2. Weidenhammer, R. M., Defense Production Administration . 

3. Armstrong, George 8. & Co., Inc., An Engineering Interpretation of the 
Economic and cial Aspects of American Industry 
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4. Materials Policy Commission (Paley report) 
5. Battelle Memorial Institute, Requirements and Supplies of Ferrous 
Scrap in the United States 
Conclusion 


The fact is that there are no proven reserves of scrap. No one knows for a 
certainty how much can be made available. To protect the well-being of this 
country, to maintain its productive facilities at high rates of operation, to pro- 
tect national security, and to be prepared to meet such emergencies as might 
arise, our only recourse is to use good judgment based on past experience. he 
indications we have from experience and judgment emphasize repeated scra; 
shortages and doubts as to sufficient scrap supplies to meet domestic deman 
alone. To superimpose a drain on domestic scrap of approximately 5 million 
tons a year for export purposes can bring about severe ane dangerous shortages 
for American industry, just as a similar policy did prior to World War II. 

Sincerely, 


Rosert Wotcort, Chairman. 
Senator Beaty. We appreciate this very valuable testimony. 
The next witness is Mr. Leonard Krieger. Will you give us your 
full name and your official business, please? 


STATEMENT OF LEONARD H. KRIEGER, PRESIDENT, INSTITUTE 
OF SCRAP IRON & STEEL, INC. 


Mr. Krizcer. My name is Leonard H. Krieger. I am president 
of the Institute of Scrap Iron & Steel. 

This institute, which is incorporated in New York State, is the only 
national trade association of the iron and steel scrap industry. It has 
over 1,200 members in 45 States, the District of Columbia, Canada, 
Hawaii, the Philippine Islands, and the Marianas. Its active mem- 
bers, excepting possibly 25, operate yards, prepare, ship, or broker 
95 percent of all purchased or open-market scrap. 

Senator Busu. May I ask you a question right there? 

Mr. Krizcer. Yes, sir. 

Senator Bus. Are you an operator yourself or are you a member? 

Mr. Krisecer. Personally? 

Senator Busu. Yes, sir. 

Mr. Krineer. I am the president of Southwest Steel Corp. with 
principal offices in Pittsburgh, Pa. 

Senator Busu. Your position, as president of this institute, is a 
byproduct of your regular business, so to speak? 

Mr. Krizcer. Oh, yes. I am not a professional in this capacity; 
indeed not. 

Senator Busu. I just wanted to bring that out. You are a practical 
scrap dealer? 

Mr. Kriscer. That is right. 

Senator Busu. What is the name of that company? 

Mr. Krizcer. Southwest Steel Corp. 

Senator Busu. That is a scrap company? 

Mr. Krisecer. That is correct. 

Senator Busn. Thank you. 

Mr. Kriecer. The iron and steel scrap industry is small business. 
Even the largest broker-dealer falls within the official definition of 
small business, employing fewer than 500 persons. There are more 
otep dealers than steel mills and foundries in the United States. 

This institute is taking no position on the issue of extending or 
amending the Export Control Act of 1949. The requirement for 
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licensing exports involves heavy paperwork, but in view of the mis- 
conceptions concerning the destination and end use of scrap that is 
exported, the security regulations imposed by the Department of 
Commerce constitute a sort of public-relations protection for our 
industry. 

The object of this statement and of my appearance here today is 
to provide background on the scrap industry and to dispel some 
common misconceptions, especially concerning exports. 

Tron and steel scrap is a universal raw material which is charged with 
pig iron in various types of furnaces to make new iron and steel. The 
United States being the largest steel-producing nation in the world, it 
follows logically that it is the largest generator of scrap. In fact, so 
large that there is an apparent surplus of scrap over the day-to-day 
requirement of domestic steel mills and iron foundries which has 
helped to raise the standard of living of the free world. 

The iron and steel scrap industry in 1955 met the greatest demand 
for its products and services ip the history of the industry. In a year 
when steel production rose to an all-time high, the scrap industry was 
called upon to furnish a record tonnage of material for domestic needs. 

Steel mills and iron foundries last year consumed over 34 million 
gross tons of purchased or open market scrap—the kind of material 
which the iron and steel scrap industry helps to furnish. This figure 
represents an all-time record in purchased scrap consumption, exceed- 
ing even the days of top steel production in World War II when 
purchased scrap and exports combined were 24 million gross tons. It 
exceeds purchased scrap consumption during the Korean conflict. 

In addition to meeting this large domestic demand, the supply of 
scrap was also sufficieat to permit the export of 4.5 million tons to 
friendly nations abroad. Thus, last year, the scrap industry provided 
38.5 million tons of material, far and away above World War II needs, 
and the needs of the Korean conflict. All of this was accomplished 
with no appreciable decline in consumers’ inventories during the 
year and no pressure on the collection system. As a matter of fact, 
at the end of November, consumers’ stocks of scrap stood at a record 
high level. According to the latest available statistics from the 
Bureau of Mines, stocks in February stood at 6,402,000 tons, just 
about the same level as the April-June period of 1955, and slightly 
above stocks of February 1955. Inventories are much greater than 
those of World War II and are larger than at any time during the 
Korean conflict. 

At the present time, the scrap industry is providing material at an 
annual rate of over 40 million tons, compared with 38 million tons 
last year, 34 million tons in 1951, and 24 million tons in 1952. 

Our industry has long maintained that the supply of scrap is really 
enormous. 

Senator Busu. That statement you made in the next to the last 
paragraph is based on your monthly figures? 

Mr. Krizcer. The 40-million-ton estimate is based upon the year 
to date by months; that is correct. 

Our industry has long maintained that the supply of scrap is really 
enormous. In the 10 years 1946-55, domestic consumption totaled 
280 million tons of purchased scrap and 312 million tons of home-scrap 
or 592 million tons altogether. Home scrap, incidentally, is scrap 
generated by the mills themselves in their own operations, While this 
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vast tonnage of scrap has been consumed in the 10-year period, it has 
been accompanied by an increase in consumer stocks over the same 
period. During this time also, a total of 7,554,996 tons of scrap has 
been exported. 

On these counts, we maintain that the supply of scrap has been ade- 
quate to meet all demands. None of the dire predictions of a loss of 
production of iron and steel and of unemployment because of expected 
scrap shortages have materialized. No integrated or semi-integrated 
steel mill, and no iron foundry, has lost 1 hour of production that could 
be charged to the scrap industry. 

In support of this contention, I would like to quote from the record 
of the hearings before the House Banking and Currency Committee 
in March, on page 138, in which the representative of the semi-inte- 
grated mills said: 

I don’t want my testimony to be misunderstood. Today we are not faced with 
a shortage, as such. We are not feeling any shortage. 

The iron and steel scrap industry today is enjoying a good market 
for its products, as are other American industries, including steel. 
It is in a better position today than ever before to supply scrap to its 
customers. It is axiomatic in our industry that a good price increases 
the flow of scrap to our dealers’ yards. Adequate market levels in 
the past 6 months have done this—as consumption statistics show. I 
would say without fear of contradiction that the iron and steel scrap 
iidustry is better equipped today to get out scrap than ever before. 

While it is true that the price of scrap has risen, it has gone up from 
depression levels experienced in 1954, when, according to the Iron Age 
Heavy Melting Steel Composite, the yearly average was $14 a ton 
less than during 1952 when Office of Price Stabilization controls were 
in effect. 

A great deal has been made in some quarters of the fact that prices 
for iron and steel scrap have moved to record levels on occasion this 
year. I would like to point out that there is hardly a manufactured 
product in the country today that isn’t selling at record levels. Finished 
steel products today are at peak levels; so is pig iron; so is iron ore. 

Moreover, according to index figures compiled by the Bureau of 
Labor Statistics, latest of which are for March, the price of scrap still 
has quite a way to go before it matches increases in finished steel 
products, foundry products and pig iron. Using 1947-49 as the base 
period, BLS figures show that finished steel in March stood at 157.1; 
foundry products at 140.6; pig iron at 145.2; and iron ore at 172.9. 
Scrap, on the other hand, stood at only 122.3. 

The continued flow of scrap to steel mills and foundries, the absence 
of any major change in consumers’ inventories, and reports from our 
dealers and brokers that scrap is coming in at a good rate all point 
to the lack of any major inflationary impact in scrap. 

We thought in 1951 when scrap demands soared because of the 
Korean conflict that we had set a record hard to beat. Yet last year, 
and this year to date, both have proven how easy it is to be too 
pessimistic. 

It is nevertheless true that we wish there were more information 
available about the total supply of scrap in this country. Scrap is 
not like other products, such as steel, for which capacities can be 
rated and are finite, according to the type of equipment used. Judg- 
ing the supply of scrap is a major task. This is amply borne out by 
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tne existence of a number of studies, made heretofore, all of which 
have been proven to be wide of the mark, because they were under- 
taken with limited resources, and time for study. For this reason, 
the Institute of Scrap Iron and Steel is cooperating fully with the 
steel producers, and the Department of Commerce, in getting under- 
way & major scrap survey which will remove doubts about the total 
supply—doubts which we have long felt were groundless. We feel 
this maak is very important for the nation as a whole. At the same 
time, we believe that the record to date on the performance of the 
scrap industry is ample proof that there is no scrap shortage, and the 
price of scrap is not inflationary. Any restrictions on scrap exports 
would amount to peacetime price controls. 

We feel that the Department of Commerce has exercised its powers 
under the Export Control Act with good judgment and an under- 
standing of the economics of the situation. We believe its powers 
under the act are ample. 

Senator Bus. Is that survey underway now, Mr. Krieger? 

Mr. Krrecer. That survey is not underway, but we have had 
several meetings, joint meetings, with the Commerce Department 
and the steel industry, and I believe we are in a position to either have 
a Government survey made by the Commerce Department or to take 
the initiative between the steel mills and ourselves and make it. 

Senator Busa. Do you think you can make a very close survey and 
estimate of the situation by a survey of this kind? I suppose you do 
or you would not advocate it. 

Mr. Kriscer. We are satisfied we can make a survey which will 
narrow the limits between the various claims of shortage on one hand 
and abundance on the other. We believe we can arrive at a reason- 
ably accurate area which would satisfy 

Senator Busu. If you can do this, you will do a pretty good job 
with that survey. You say a major scrap survey will remove doubt 
about total supply. You think it can do that? 

Mr. Krieger. Yes. That is our opinion. 

Senator Busu. That is the issue here. It is not so much the short- 
age; it is doubt about the supply which is bothering the steel people 
apparently. 

Mr. Krizeer. Well, to be fair, I would like to state that we are 
not positive that for an unlimited length of time we could produce an 
unlimited amount of scrap. There is an area at which doubt would 
arise. 

We feel—I would like to comment on this—that there is no immedi- 
ate urgency. There was some question about whether we should 
wait for the results of a survey. The scrap export figures include 
exports to Canada and Mexico of which there has never been much 
question in the minds of the steel industry. It includes certain 
amounts of export which are admittedly proper at this time. So that 
the area of dispute probably involves ibly a million tons a year 
which would be, percentagewise, a p in the bucket compared 
to the time it would take—6 months or 8 months—to make a survey. 

Senator Busa. What has been the course of the price of scrap this 
year in the domestic market? 

Mr. Kriseer. It has had several moves this year. At the turn ‘of 
the year it was high and went down, then started back up. It has 
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crested, and now—that is, immediately—the price apparently is 
turning down again. 

Senator Busn. Have you got any figures that will support that 
statement in a little more detail there? 

Mr. Kriscer. I suppose you mean the last part? That is, about 
the immediate price situation? 

Senator Busu. You said it was high, then it went down, then it 
came up, then it went down. I mean from what price did it start 
down, how far down did it go, how far back did it come, and where 
is it now? I would like to just get that if you have it. 

Mr. Kreicer. Well, I think we probably could— 

Senator Busn. Market reports are printed every day, and I know 
you must have that information. 

Mr. Krincer. There are various indices that are used, and by the 
composite, for instance, which is an lron Age method of determining 
price—— 

Senator Bus. If you do not have that information readily avail- 
able you can send it in to the committee for this record. 

Mr. Kriecer. Using No. 1 heavy melting steel at Pittsburgh, 
Chicago, Philadelphia, Birmingham, and San Francisco, for instance, 
in January the price was $49.10 on the 3d of January. It rose to 
$50.10 on the 10th of January. It declined to $45 by the 28th of 
February. It started up again. The last figure I have here, March 
13, is $44. It rose considerably above that. When I say that pres- 
ently the trend seems to be down, that is a trend which is just being 
reported now in the various trade journals. 

(The following was received for the record :) 


Average, No. 1 heavy melting steel scrap, Pitisburgh, Chicago, Philadelphia, 
Birmingham, agd San Francisco 


Jan. ¢ 
Jan. 
Jan. 17, i 
Jan. 24, 16 Apr. 3, 1956 
Jan. j Apr. 10, 1956 
Feb. 956 ; Apr. 17, 1956 
Feb. \ 
Feb. 21, 1956 , ay 1, 1956 
Feb. 28, 1956 \ May 15, 1956 
Mar. 6° 1956 

Source: Jan.3and Apr. 24, the Iron Age (weekly); May 1, and May 15, American Metal Market (daily). 


Senator Brau. You say it is down? 

Mr. Krizcer. It is starting down, yes, sir. Some mill purchases 
were made at lower prices, and industrial scrap sales commanded less 
money in the past week or 10 days. 

Senator Busn. On page 52 of the House record of hearings is a 
table which gives the price of steel scrap, pig iron, finished steel for 
selected periods. That brings the price down to February 28 of this 
year. I wondered if you could take that statement and supply the 
material for the succeeding 2 months of March and April. 

(The statistics referred to follow:) 
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Price of steel scrap, pig iron, and finished steel, selected periods 


Composite 
rice of No.1} Composite Gus 
eavy melt- | price of pig fe hed 
ing steel iron,? per tock? 
scrap,! per gross ton steel,’ per 
gross ton net ton 


(2240 pounds)} (2240 pounds)} (2000;peunds) 
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ata of No. 1 heavy melting steel scrap delivered to consumers at Pittsburgh, Philadelphia, and 
cago. 


2 Based on averages for basic iron at Valley furnaces and foundry iron at Chicago, Philadelphia, Buffalo, 
Valley, and Sa tee 


aan index based on steel bars, shapes, plates, wire, rails, black pipe, hot and cold rolled sheets, 
and strip. 


Source: Department of Commerce, The Iron Age. 


Mr. Kriecer. Well, this composite figure which you see last quoted 
reached a high of $55.50 2 weeks ago. 

Senator Busu. In April? 

Mr. Krieger. Yes, sir. 

Senator Busu. It reached a high of $55? 

Mr. Krincger. $55.50. 

Senator Bus. $55.50? 

Mr. Krisecer. Yes, sir. 

Senator Busa. And now what is it? 

Mr. Krizcer. Well, it is still quoted at that. There has been no 
reflection of these current changes that are in the making now. 

Senator Busu. Isee. So your statement that it is on the way down 
is more in prospect that as of the present time? 

Mr. Kriscer. No; there have been actual sales made—— 
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Senator Busu. Below what? 

. = Krrecer. In the past few days which would indicate a lower 
evel. 

Senator Busu. I see. I have no further questions. 

Senator Brat. Mr. Krieger, there was an article in the Wall Street 
Journal last Friday, April 27, entitled “Steel Scrap Prices Ease in 
Pittsburgh, Chicago.” Are you familiar with that article? 

. ss Krrecer. Yes, sir. Not with the article. I am familiar with 
the fact. 

Senator Bratt. If there is no objection, I would like to put that in 
the record at this point showing the prices there. 

(The newspaper article referred to follows:) 


[From the Wall Street Journal, Friday, April 27, 1956] 


Street Scrap Prices Ease 1n Pittspurca, Cuicaco 
A WALL STREET JOURNAL NEWS ROUNDUP 


Lower prices for steel scrap were reported in Pittsburgh and an easier tone was 
noted in Chicago. 

In Pittsburgh, secondary grades of scrap dropped $1 a ton in a purchase by a 
major steel producer. The same company, however, also paid the going price 
of $54 a ton for the Bellwether No. 1 heavy melting grade. 

Secondary grades involved were No. 2 heavy melting, at $47 a ton delivered, 
and No. 2 bundles at $45 a ton, both off $1 a ton from previous mill purchases. 

In Chicago, a large mill entered the market for scrap for May delivery at prices 
unchanged from what it paid a month ago but $1 to $2 a ton below what other 
area mills have paid recently. 

The purchase calls for No. 1 industrial bundles at $57 a ton, about $1 below 
the last quotations, and for No. 1 industrial heavy melting steel at $56 a ton, $2 
below the last quotation. 


Senator Beaty. Do you feel or do you have any reason to believe, 
that while there is an ample supply today, there will or will not be 
an adequate supply say a year from now? 

Mr. Kriecer. Well, I can only go by the historical pattern. We 


have had a series of occasions where there has been a doubt expressed 
that the scrap industry could meet the demands that were placed 
upon it, and each one of these has been surmounted with plenty to 
oo. ‘I have no reason to believe that the situation is different 
today. 

Senator Bratt. Do you think that the Commerce Department 
should make a compennegnsrs study, or survey, of just what the 


conditions are and what we can expect a year from now? 

Mr. Krizcer. Yes, sir. I think it is long overdue. It should 
have been done years ago. 

Senator Brat. You do? 

Mr. Krieger. Yes, sir. 

Senator Beaty. Thank you. That is all. Thank you very much, 
Mr. Krieger. 

(The following was received for the record:) 


Institute oF Scrap Iron & Street, Inc., 
Washington, D. C., April 30, 1956, 
Hon. J. W. Fu.sriest, 
Chairman, Senate Banking and Currency Committee, 
409 Senate Office Building, Washington 25, D. C. 


Dear Senator: I wish to express my thanks to you and the committee for 
the opportunity of appearing y to talk about the iron and steel scrap indus- 
try, particularly with reference to exports. Thinking the matter over this noon, 
there are 1 or 2 points on which I feel I did not make — sufficiently clear, 
and I would like at this time, if I may, to stress these. 
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(1) The rate of flow of iron and steel serap through the various industry chan- 
nels to steel mills and foundries is as important a factor as the supply itself. The 
rate of flow today is sufficient to take care of an emergency situation. This is a 
condition in which the industry should remain if it is to meet any future emer- 
gency. Scrap exports, by providing an additional market, have assisted in bring- 
ing the industry to this fine supply situation. 

There is a survey projected to estimate the overall supply picture. But please 
note that the collection machinery is equally as important as the supply, for 
material must be collected and prepared before it can move to steel mills and 
foundries. It is this collection machinery which would begin to run down hill 
rapidly if restrictions were imposed. 

‘rom a security standpoint, the maintenance of this machinery is as vital as 
the supply itself. In today’s testimony, as well as in testimony before the House 
Banking and Currency Committee, it was stated that in various emergency periods 
scrap drives have been necessary to bolster supply. This is a misconception. 
These drives have served to revitalize the collection machinery to handle a supply 
that was already there. 

(2) In my oral testimony, I stated there was no current supply crisis, and that 
in my estimation nothing critical could develop before a survey of the scrap 
potential in the country was completed. 

Excluding Canada and Mexico, whose imports of scrap from this country are 
not controversial, we are talking about approximately 300,000 gross tons of 
exports per month to European Coal and Siat Cecamaniay nations, Great Britain 
and Japan. 

Even the most enthusiastic proponents of export restrictions recognize the 
necessity of a reasonable amount of exports to these countries. This narrows 
the controversial area to about a million tons per year, a tonnage which is negligible 
for the United States in terms of last year’s purchased scrap consumption of 34.5 
million tons. 

On the other hand, this same amount of scrap withheld from foreign nations 
might have disastrous internal consequences for them. And, most assuredly, 
even so minor a restriction would have a serious disruptive effect on the 
collection machinery in the United States. 

I have asked Mr. William 8. Story, director of publie relations of the Institute 
of Scrap Iron & Steel, Inc., to prepare the additional information on prices and 
consumption in which the committee expressed an interest, and forward this to 
Mr. Hale of your staff as quickly as possible. 

I — the opportunity given to me to clarify in this letter some of the 
points I made this morning. 

Very truly yours, 
Lreonarp H. Kriecur, President. 


InstTiITuTE or Scrap Iron & Sreet, Inc., 
Washington 6, D. C., May 1, 1956, 
Mr. Matruew Hate, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 


Dear Mr. Hare: Sometime ago I asked Mr. Leonard Tennyson of the Euro- 
pean Coal and Steel Community if he would obtain for us from the High Authority 
in Luxembourg a summary of the steel pool’s program to reduce scrap consumption 
vis-a-vis pig iron and its plans for expanding pig iron and steel capacity. i 
material came through from him a short while ago and I would like to present it 
to you. 

(1) The European Coal and Steel Community has an incentive system designed 
to decrease the use of serap. This is a bonus plan applicable to steel producers 
using less scrap in steel eee today (March 1956) than at a corresponding 
period last year, plus other incentives to increase use of pig iron. According to 
the markets division of the High Authority this has resulted in a saving of 600,000 
tons of scrap annually. Mr. Tennyson said, “The High Authority now expects 
to reinforce this scrap-saving system by levying a progressive tax upon all scrap 
consumed in excess of the reasonably assured scrap availability within the Com- 
munity,” 

(2) % 1956 the expansion of production in the Community will include an addi- 
tional 2 million metric tons production pig iron and new iron-ore beneficiation 
facilities expecting to add 3 million metric tons of pig iron annually. Also, 2% 
million metric tons of steel, 60 percent of which will be Thomas or bessemer-type 
steel, 27 percent open hearth, and 12 percent electric. 
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(3) In 1955, the United States proportion of the Community’s total scrap im- 
ports was 68 percent. By March the rate of imports from the United States had 
declined to 52 percent. 

(4) The Community in 1955 imported roughly 220,000 metric tons of pig iron 
from the Soviet Union. 

I trust this information will be of assistance to the committee in its examination 
of the current scrap supply-demand situation of the United States. 

Very truly yours, 
W. 8S. Srory, 


Director of Public Relations. 


[From the American Metal Market] 


No. 1 Street Scrap Down $1.50 a Ton in New York Market 


New York, April 30.—Top grades of scrap took a drop of $1 to $1.50 per ton in 
the broker and dealer market here. No, 1 heavy melting steel scrap is now quoted 
at $48.50-$49.50 per gross ton. The new price range for No. 2 heavy melting 
steel is $40—$41. 

The reduction is attributed to slightly easier buying pressure, month-end in- 
fluences and probable psychological factors in connection with the coming steel- 
wage negotiations. 

Turnings grades are in fair demand and prices remain unchanged. 

The foundries operating at a generally high rate in this district, buying of scrap 
in this category has been quite steady at unchanged prices. 

The new levels do not appear in the New York table on the ferrous-scrap pages. 


CrncInNATI Scrap Iron-Steet Prices Down $1-$2 a Ton 


Cincinnati, April 30.—Ferrous-scrap prices declined $1 to $2 per ton all along 
the line in the Cincinnati market. 

No. 1 heavy melting, which had been quoted at a $53-$54 per ton range, was 
listed at $52-$53. 

All grades shared in the dip, with borings losing the most ground. They were 
quoted at the new range of $31.50-$32.50, off $2. 
Brokers’ buying prices per gross ton, f. o. b. cars, Cincinnati: 


No. 1 heavy melting steel $52. 00-$53. 00 
No. 2 heavy melting steel . 00— 43. 00 


No. 1 busheling- - ~ . 00— 53. 00 
No. 1 bundles . 00— 53. 00 
No. 2 bundles 00— 40. 00 


Short rails  00- 70. 00 
Random rails . 00— 62. 00 


1 foot plate . 00— 58. 00 
Machine shop turnings . 00— 32. 00 
Short shoveling turnings . 50— 35. 50 
Borings . 50- 32. 50 
Stove plate . 00— 45. 00 
Drop broken machinery . 00— 58. 00 
No. 1 cupola cast . 00- 50. 00 
Breakable cast . 00— 48. 00 


Senator Beau. Mr. Rosoff is the next witness. Have a chair, sir. 
Mr. Rosorr. Thank you, sir. May I proceed? 
Senator Brauu. Yes. 


STATEMENT OF MORRIS ROSOFF, COUNSEL, NATIONAL FEDER- 
ATION OF INDEPENDENT SCRAP YARD DEALERS, INC. 


Mr. Rosorr. My name is Morris Rosoff. I am a member of the 
law firm of Rosoff & Rosoff, New York City, counsel to the National 
Federation of Independent Scrap Yard Dealers, Inc. 
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The National Federation of Independent Scrap Yard Dealers, Inc., 
a trade organization whose membership is confined to dealers in 
ferrous scrap, supports the principle of 8. 3238, which provides for the 
continuation of authority for regulation of exports. It is apparent 
that in these critical times such authority must continue to reside in 
the Government. We know of no dissent to this principle. 

This statement is addressd to such consideration as this honorable 
committee may be giving to proposals heard in some quarters that 
quantitative restrictions be placed on the export of ferrous scrap. 
Such export is already subjected to a measure of control by the 
Bureau of Foreign Commerce of the United States Department of 
Commerce under its regulation of March 7, 1955. 

This provides, in effect, that an exporter holding outstanding export 
licenses covering iron and steel scrap may apply for additional licenses 
only on a cargo-for-cargo basis against shipments he made from the 
United States on or after February 21, 1955, and that an applicant 
who did not hold an outstanding export license for iron and steel serap 
as of March 7, 1955, was permitted to submit an application to export 
a quantity not to exceed a maximum cargo lot on a single carrier. 

Efforts further to control the quantity of scrap which may be 
exported to friendly countries have been made for some time in certain 
quarters. 

Who supports this call for limitation of scrap exports to friendly 
countries? 

Not the Department of State which, apparently, regards such 
export as a necessary implementation of our foreign policy vis-a-vis 
friendly countries. 

Not the Department of Commerce which, through Assistant Secre- 
tary of Commerce for International Affairs, the Honorable H. C. 
McClellan, stated before the House Banking and Currency Committee 
on March 5, 1956, pages 70-71, hearings on H. R. 9052: 

Now, we have reached the conclusion, based on studies made which have been 
rather comprehensive, that there is not a shortage of steel scrap in this country 
today, in spite of the huge exports which took place last year. 

Now, that is reflected by the fact in part that not only has steel-scrap consump- 
tion increased, but steel-scrap production also has increased, so these factors have 
to be weighed. Secondly, in our analysis of this we have found that while the 
price had gone up there was no plant unable to get steel scrap, so long as the going 
price was paid, at any time, and we have not had that statement refuted. 

Not the White House Council of Foreign Economic Policy—the 
Dodge committee—which, according to the press, voted 8 to 1 against 
such controls. 

If the interested Government agencies, so far as is known, do not 
support quantity controls of export of scrap to friendly countries, 
then the question inevitably raised is whether the private proponents 
of such controls are not basing their campaign on the naked question 
of te for the commodity for which they are customers. 

he current effort appears to be a new front in the campaign to 
we price controls of ferrous scrap by artificially limiting its export 
market. 

The first campaign was initiated on the front that some of this 
scrap was going to enemy countries in the “cold war.”’ Such reports 
suddenly appeared in some newspapers. The Department of Com- 
merce stated officially, not once but several times, that it was unable 
to find a scintilla of evidence to support the conclusion that a single 
ton of scrap had found its way to Iron Curtain countries. 
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That myth having been exploded, the cry was raised that the 
export of scrap was adversely Stoctin its availability for our defense 
production. Joining in the alarm at the possibility of such a prospect 
the National Federation of Independent Scrap Yard Dealers, Inc., 
addressed a proposal to the Honorable Arthur 5. Flemming, Director 
of the Office of Defense Mobilization, to stockpile such scrap as a 
scarce strategic defense item, if in fact a shortage existed adversely 
affecting our defense position. 

However, in a letter which Dr. Flemming addressed to Mr. Harry 
Wische, president of the National Federation of Independent Scrap 
Yard Dealers, Inc., on July 6, 1954, a number of findings were made, 
among them the following: 

1. There are now and are a to be in the future adequate supplies of 
iron ore and iron and steel scrap for defense purposes in the event of an emergency; 

2. No major loss in the supply base would be involved in the failure to stockpile. 
This position by the Office of Defense Mobilization exploded the 
second myth. 

Now a third front has been opened. Once more, the giant steel 
mills, some of which are semi-integrated, and their allies in this pro- 
gram, the foundries, are attempting to subject the scrap industry to 
a form of price control not sought to be visited upon any other in- 
dustry. The scrap industry does not gracefully accept the role of a 
whipping boy. It believes that no basis exists on any theory for 
quantitative control of scrap exports. 

Serap, of course, is but one of the ingredients of the finished steel 
product. 

If a basis exists—and none does—for the quantitative control of 
scrap to friendly countries, then the conclusion is inescapable that the 
same basis exists for such control of steel-mill products. In all the 
statements by the representatives of the giant steel mills, integrated 
and nonintegrated, not a single syllable has been heard about the 
quantitative control of their product, the finished steel-mill product. 
This, in spite of the fact that in the first 11 months of 1955 mill- 
product exports were 1.1 million tons greater than in the similar 1954 
period, according to data compiled by the steel mill trade association, 
the American Iron and Steel Institute. This represents an increase 
for the period of 1955 of mill-product exports over the same period of 
1954 of 45 percent. 

Yet, not a word is heard from any direction suggesting control of 
the export of steel-mill products although the mills themselves have 
announced that due to shortage of capacity an increase of 15 million 
tons additional capacity is projected over the next 3 years. 

We do not advocate the quantitative control of steel-mill-product 
exports and, by the same token, we protest consideration of such 
control over the scrap which goes into the steel product. 

It is difficult to commiserate with the position of steel mills as being 
adversely affected by the scrap prices which have in fact already con- 
siderably receded from their recent highs. The mills have just com- 
pleted their most profitable operating years in steel-mill history. 
This applies both to integrated and nonintegrated mills. 

There are available to me at this time the net earnings fi for 
the first quarter of 1956 as contrasted with the first quarter of 1955 of 
10 steel mills. 

If I may interpolate, the chairman of this subcommittee has already 
perceived the significance of that factor. 
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Each of them shows a most substantial gain for the first quarter of 
1956 in net earnings over the first quarter of 1955. At the top of the 
list of 10 companies before me is Republic Steel, with net earnings for 
the first quarter of 1956 of $25,041,392 and for the same quarter of 
1955 net earnings of $18,192,265. 

The Lukens Steel Co., by way of further example, reported net 
earnings for the first quarter of 1956 of $1,361,641, as contrasted with 
net earnings for the first quarter of 1955 of only $292,384. 

These figures synchronize with the fact that in the year preceding 
the first quarter of 1955, when earnings were so relatively low, the 
export market for scrap was nonexistent, whereas for the year pre- 
ceding the first quarter of 1956, when the net earnings reached record- 
breaking highs, the preceding year was featured by an active export 
market for scrap. 

A spokesman for one of the steel mills’ smaller brothers, the gray- 
iron foundries, said in a speech before another scrap organization, on 
January 4, 1956: 


It is unnecessary to tell you that foundries had a good year in 1955. When 
complete figures are in there is a good chance that 1955 will match 1951, which 
was gray-iron’s previous peak when nearly 15 million tons of castings were shipped 


The same spokesman for the gray iron industry went on to say: 


1956? We will settle for another year like 1955; however, certain factors 
promise even greater business—at least up to next year. 

The same speaker, looking into his crystal ball, found no current 
scrap shortage. On the other hand, he said, as reported: 

I have mentioned our fear of another king-sized scrap shortage, Now I look 
to the 1970’s when, according to the Government’s Paley report, the ferrous 
foundries will be producing about 25 million tons of castings 8 or 9 million tons 
above today’s figures. 

Without the necessity of looking into a crystal ball as to what may 
happen in the 1970’s, the fact is that, as Secretary McClellan has 
stated before the House Banking and Currency Committee: 


* * * but we have yet to get a report it (serap) isn’t available. 


In fact, all trade publications report that scrap flow has been 
better than normal for the winter season. 

While I am not an economist, there is one striking scrap statistic, 
the impact of which it seems to me ought to lay at rest any attempt 
further to curtail scrap exports. The Bureau of Mines has reported 
that consumers’ stock of purchased and “home” scrap on December 
31, 1955, totaled 6,467,000 gross tons, according to preliminary 
figures. That total compares with 6,561,000 gross tons reported as of 
December 31, 1954. Thus, there was a change of less than 100,000 
tons in consumers’ inventory at the end of 1955, a record-breakin 
steel production year. This figure of 100,000 tons should be reac 
against the fact that during that 12-month period more than 60 
million tons of scrap from all sources had gone into the blast furnaces, 
open hearth furnaces and cupolas of the scrap-consuming industries. 

So far as is known no mill or foundry has had to shut down for a 


single hour because of lack of scrap. 

Imposition of quantity controls on scrap export, in the cireum- 
stances which exist, would result in a serious distortion of Our free- 
enterprise system. Those who seek it are sowing seeds which ma 
grow a bitter fruit, as would be true of any attempt to interfere with 
the reasonably free interplay of economic forces. 
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The question has never been whether the scrap will be there, but 
whether the human beings and the organization for the collection 
and processing of the scrap, with its unique ability and experience 
acquired over many years, will be there when it is needed. The time 
is long past when an entire industry, even the scrap industry, can be 
turned on and off like a spigot. 

Two important factors help to bring out the annual scrap tonnage— 
the ‘‘free market’”’ and the organization of the scrap industry. The 
scrapmen (including collectors, yard dealers and their employees 
and brokers) numbering a quarter of a million people in norma 
times are the ‘‘miners”’ who mine these “‘veins’’ of metallics, by collect- 
ing, sorting, processing, and economic distribution. Without them the 
tonnage could not. be made available and usable to the steel industry. 

Any pattern that would tend to affect or tamper with the free 
market, or make scrap “captive,” can only help to destroy the 
incentives, and cause the disintegration of the collection machinery 
that is so vital to conservation and national defense. 

The strengthening of the small-business entrepreneur has always 
been a prime concern of our governmental authorities and agencies, 
and rightly so. The scrap-vard dealer is a prototype of the small- 
business man who forms the backbone of our cherished free enterprise 
system. To deprive any small-business man of a valid and historic 
market, except on the grounds of the greatest urgency affecting our 
national economy or national defense, would be at variance with the 
traditional position of Government with respect to small business in 
general. This is the more expecially so since the net effect of such 
a program would be to give a price subsidy to the giant steel mill 
industry at the expense of this segment of small business. 

The National Federation of Independent Scrap Yard Dealers, 
Inc., and I, as its counsel, appreciate the invitation extended on 
behalf of this committee and the opportunity to present these views. 

Senator Beaty. Thank you, Mr. Rosoff. 

I was just wondering what percent of the independent, small 
dealers belong to your organization. 

Mr. Rosorr. My guess is that the membership is about 10 percent 
of the membership of the other group, and perhaps in 30 years, or 
during the lifetime of the other group, it may hope to reach the same 
total membership. 

Senator Beaty. Have you noticed any appreciable increase in the 
number of your dealers in the last year or so? 

Mr. Rosorr. No, sir, not in the number. 

Senator Beaty. No more people going into the business, for in- 
stance, as new dealers? 

Mr. Rosorr. On a dealer basis, from my knowledge of the situation, 
I will answer no. 

Senator Beaty. While you say there is a good supply of scrap now, 
do you have any knowledge of what the supply would be 6 months or 
a year from now? 

Mr. Rosorr. I have no information on that, and for that reason we 
too have supported and have sat in at the meetings with the Depart- 
ment of Commerce looking to a survey. 

Senator Bratt. Then you very definitely feel that this survey 
should be made? 

Mr. Rosorr. We think it is critically necessary. 
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Senator Breaux. I notice that you say that the mill products ex- 
peven rose about 1.1 million tons or 45 percent for 1955 over 1954. 

xports of iron and steel scrap increased by 3.4 million tons or more 
than 200 percent in 1955 over 1954. Would you agree that this is a 
vastly greater rate of increase? 

Mr. Rosorr. Yes, sir;itis. I think 1953 was an especially drought 
year in the export of scrap, and perhaps—I am a scrap layman—that 
may not be taken as a typical year. 

Senator Beaty. But you do feel the main thing is this survey 
should be made? 

Mr. Rosorr. Yes, sir. 

Senator Beaty. Thank you, sir. Thank you very much indeed. 

We have one more witness, Mr. Ryan. Come over, Mr. Ryan, and 
have a seat. 


STATEMENT OF LOWELL D. RYAN, MANAGING DIRECTOR, 
MALLEABLE FOUNDERS’ SOCIETY 


Mr. Ryan. Mr. Chairman, my name is Lowell D. Ryan. I am 
managing director of Malleable Founders’ Society, Cleveland, Ohio. 
I appreciate this opportunity to appear before your committee today. 

In the interest of conserving the committee’s time I am appearing 
today as a spokesman for the ferrous foundry industry. There are 
three principal sezments of this industry, gray iron castings, steel 
castings and malleable iron castings. 

Representatives of all three industries appeared before the House 
Banking and Currency Committee on March 6 and I refer you to the 
statements of F. Kermit Donaldson, of the Steel Founders’ Society of 
America, and Donald H. Workman on behalf of Gray Iron Founders’ 
Society for further details about their respective segments of the 
industry. 

There are in the United States approximately 2,200 gray iron found- 
ries, 300 steel foundries, 100 malleable iron foundries, and 25 high 
alloy foundries, a total of 2,625. These foundries employ approxi- 
mately 375,000 people. Ours is a $6-billion industry. A vast major- 
ity of the units in the industry are small business. As pointed out in 
the report to the House Banking and Currency Committee, these 
industries are “important to the national economy,” as well as “key 
industries in our mobilization base.” 

Foundries are absolutely dependent upon high-grade scrap as a 
raw material in producing ferrous castings. We consume something 
over 6 million tons of steel scrap a year plus substantial quantities of 

urchased pig iron. Depending on the type of foundry and its metal- 

urgical practice, our foundries use from 40 to 100 percent scrap in 
their furnace charge for melting. 

We, too, have experienced frequent severe shortages of scrap and 
there is evidence that we are confronted with that situation today, 
particularly with reference to the better grades of scrap—those which 
command premium prices. We do not believe we can afford to ex- 
port as much as 5 million tons of scrap per year when these periodic 
shortages indicate that we do not have a surplus. It is also our posi- 
tion that the burden of proof rests with the parties who contend. that 
there should be no restriction on export to show that there is a long- 
range surplus in sight. 
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The provisions of the Export Control Act which govern the policy 
of our Government seem to us to be clear and understandable and 
are adequate if the Department of Commerce would give due regard 
to the requirement concerning the “exercise of the necessary vigilance 
over exports from the standpoint of their significance to the national 
security.” 

We cuhmniioy to the view expressed in the report to the House 
Committee that the Department of Commerce does have “ample 
authority to protect domestic industries which are essential to the 
welfare and security of the Nation, such as the semi-integrated steel 
producers and the iron and steel foundries.” 

We submit the following recommendations: 

1. We recommend that the present act be administered in a manner 
consistent with the intent expressed in the act. 

2. We believe there is a probability of severe shortages in the supply 
of scrap and therefore we should keep this vital raw material in this 
country. We recommend that there should be an immediate restric- 
tion on the export of the better grades of scrap. 

3. We recommend that a program be worked out—with due regard 
for foreign requirements and commitments—whereby foreign coun- 
tries can: (a) Be encouraged to increase their pig iron producing 
facilities, thereby reducing their dependence on this country as a 
source of scrap; and (6) foreign users should be required to use other 
pee the top quality grades of scrap which they are now obtaining 

rom us. 

4. We recommend the making of a survey, which has been referred 
to, to obtain factual information concerning the potential supply of 
obsolete scrap which may be available in the next 5 to 15 years, but 
we urge that this not be considered a reason for delaying the immediate 
export restriction of top quality scrap and we also submit that the 
mere taking of a survey should not be considered a device for post- 
poning a decision in compliance with the present act. 

It appears to us that the present power of the Department of Com- 
merce is broad enough to accomplish the results we have advocated. 
If, however, the bill must be amended so as to require the Department 
of Commerce to observe the intent of Congress, then we respectfully 
submit that this should be done. 

Senator Brau. I take it that you think that this survey should be 
made and made immediately? 

Mr. Ryan. I have here a letter from the Department outlining the 
scope and purpose of the survey. 

Senator Bray. We have that. 

Mr. Ryan. You have that? 

Senator Bray. Yes. 

Mr. Ryan. They are proceeding with that. We definitely believe 
it should be done but that it not be necessarily a device for postponing 
a decision on the basic question here today for 8 or 10 months or a 
year. It is going to take that long to make the survey apparently. 

Senator Beaty. You are recommending then, I take it, that it 
should hold the exports perhaps at the present level? Is that what 

Mr. Ryan. Or less. 

Senator Brauu. Or less? 

Mr. Ryan. I think it should be pointed in the direction of less. 

Senator Beaux. Are your mills operating now to capacity? 
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Mr. Ryan. Just about. The foundries, of course, there being so 
many of them and serving so many different industries, have a 
variation naturally in their rate of operation. The companies 
making castings for automobiles are down somewhat. In other 
words, that business is not as good as it was last year. 

Senator Brau. Is that because of the lessened demand for the 
castings? 

Mr. Ryan. That is right. Fewer automobiles, fewer castings. 
But all other segments of the industry seem to be Tani at a very 
high rate, particularly the steel foundries and some malleable foundries 
which supply railroad castings. 

Senator Brau. I do not believe we have any more questions, Mr. 
Ryan, except to note that you feel that in recent months you have 
had trouble getting scrap? 

Mr. Ryan. There are some isolated cases where because of local 
factors—it may be dealer or price or some other factors—there are 
some instances of some rather critical conditions. I would not 
suggest that it is an overall shortage. On that point I would sub- 
scribe to Mr. Wolcott’s views. 

I would like to say this on price, however: That I have talked with 
some of our member companies, and I believe there is some evidence 
that they have been told by brokers that the price is at an all-time 
high and is headed higher, in contrast to the statements that were 
made here today. 

Senator Beaty. Thank you very much. 

Are there any other witnesses? 

If not, we keep the hearings open for another 24 hours in case 
anybody has any further statements they want to pet in the record 
Pampa what has been said today. We will be glad to have 
them. 

I also want to put in the record a letter and table from the House 
hearings, page 153. 

(The material referred to follows:) 


Gray Iron Founpers’ Socrery, Inc., 
Cleveland, Ohio, March 7, 1958. 
Hon. Brent SPence, 


Chairman, House Banking and Currency Committee, 
House of Representatives, Washington, D. C. 

Dear Sir: During the hearing yesterday while I was on the witness stand, 
Con man Multer asked me to supply current operating rates of the various 
marketing areas which coo te in the society’s monthly statistical summary. 
Unfortunately, several of the areas listed on the attached report do not submit 
sufficient number of reports to be included in this report. believe that it is 
Mr. Multer’s wish that these ae rates be included as part of the record 
of the hearing on scrap export controls March 6, 1956. 

The 2 operating rate is calculated against the maximum commercial 
demand of the industry. We have arbitrarily selected the average monthly 
production of the industry for the first 6 months of 1951 as the base period, or 
100 percent. This latter period was the industry’s highest 6 consecutive months 
of production so far ee is why it was selected as our base period. 
The figures on the attached list indicate the respective groups’ operating rates 
as com to the base period actual production. 

pectfuly yours, 


Donatp H. Workman, Executive Vice President. 
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Operating rates 


Market area Tey | ey Sitnitost ence January | Januaty 


New England 

Connecticut 

Eastern New York 
SSE eee 
Metropolitan New York 
Philadelphia 


cago 
Minneapolis 
Quad Cities 
Omaha-Des Moines 
Indianapolis 
St. Louis 


Seeseese 
wCOar-12 & QO 

SSBSS28 
onrKOanw-~co 


RLSSSASSTRAS 
= 


CH RAD WORN 
=> 
wa 
—~a 


Birmingham 
Southern 


SASERSSSASK 


g 
ao 
“s 
te 


Salt Lake City 
San Francisco 


eeaeeus 


SSSSSRS 
oe & woo aw 


2) SE 
~1| ow 


All United States total.. 


1 Insufficient number of reports received for separate tabulations; however, totals for ‘‘All United States” 
include data for groups not reported separately. 


Senator Beaty. Also, we have received statements and telegrams 
from a number of interested concerns that we want to put in the record, 
which will be available for the Members to see after the hearings. 
At the risk of some duplication, these statements and letters and tele. 
grams will be placed in the record at the conclusion of the hearings. 

I should also like to make part of the record a Commerce Depart- 
ment press release and documents relating to general license GLSA, 
which permits certain commodities to be exported to the Soviet bloc 
without obtaining a specific license. That also will go at the end of the 
hearings. 

Thank you all very much for coming over. 


If there are no other questions and no other witnesses, the com- 
mittee will stand adjourned. 


(Whereupon, at 11:45 a. m., the subcommittee adjourned.) 
(The material referred to follows:) 


Luxens Sreet Co., 


Coatesville, Pa., March 29, 1956. 
Hon. Stnctatk WEEKs, 


The Secretary, Department of Commerce, 
Washington, D. C. 

Dear Mr. Secretary: Attached is a copy of a statement, undated and un- 
signed, entitled “Summary of Analysis of the Ferrous-Scrap Situation.” It is 
my understanding that this statement was transmitted to various Congressmen 
and Senators as an attachment to letters written by officials of the Department of 
Commerce. 

To one inexperienced in scrap matters, this document would appear to be 
factual, well thought-out, and sound support for the theory that scrap is unlimited 
in supply. Before being specific in commenting upon the contents of the docu- 
ment, itself, it is in order to state that we in the steel industry who oppose un- 
limited exports do not do so on the presumption that there exists a scrap shortage 
today, but make this judgment based upon experience and knowledge of scrap, 
its occurrence, handling, preparation, and requirement as a basic metallic 
steelmaking. Our contention is that the scrap problem is a long-range one, having 
to do with a scrap cycle where there is a logical expectancy of tonnages. When 
this cycle becomes distorted due to unusual cireumstances, an apparent temporary 
oversupply or undersupply occurs. which is marginal in nature to total require- 
ments and can be very deceiving as to its long-range importance. 
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Since 1942, following the exportation of over 20 million tons of good grades of 
scrap from the United States, this country has gone through a series of shortages 
of scrap which have been overcome only by drives and campaigns—costly, com- 
plicated, and abnormal in nature. In 1952, for the first time in 10 years, scrap 
supplies overtook scrap requirements in a major sense. The reasons which con- 
tributed to this can be stated as follows: 

1. Tremendous quantities of dormant scrap were being uncovered due to 
drives and campaigns. 

2. The 1952 work stoppage in the steel industry terminated 75 percent of all 
Aan consumption for a 60-day period while steel-scrap generation con- 
tinued. It can conservatively be estimated that between 3 and 4 million tons 
of purchased scrap backed up during this period because furnaces were not con- 
suming it as it was being produced. 

3. In late 1953 until late 1954 the steel industry rate of operations declined 
sharply, so that an additional tonnage of several millions of tons of scrap backed 
up either at the dealers or in a dormant state at its point of occurrence. 

These facts are inescapable and constitute a distortion in the scrap cycle. 
The extent and duration of their long-term importance cannot be expected to be 
great. Essentially, the problem which we face today in the United States regard- 
ing scrap supplies depends upon three forms of demand: 

1. Capacity operations. 

2. Expansion of steelmaking of a broad nature. 

3. Exportation of scrap to other nations. 
Presently, one cannot expect the first two points to lessen. The only relief from 
a demand can come from terminating or controlling exports. 

e sincerely feel that the conservation of scrap as a basic metallic resource is 
vital to the well-being of domestic industry in the years ahead regardless of any 
temporary distortion of the normal serap cycle. 

You will find also attached a series of specific comments on the paper entitled 
“Summary of Analysis of the Ferrous-Scrap Situation.” 

Sincerely, 


Rosert W. Wo.cort. 
SuMMARY OF ANALYSIS OF THE FERROUS Scrap SITUATION 


The ferrous metallics resources of the United States are a matter of direct 
concern to the Department of Commerce. Due to the operating practice ot the 
domestic steel industry, obsolete ferrous scrap is a vitally important source of 
metallics. Trends which began in late 1954 and were greatly extended during 
1955 resulted in record consumption of ferrous scrap at home and record levels of 
exportation to friendly foreign countries. These developments led to concern by 
scrap users that domestic consumption and exportation might be overrunning the 
normal available supply. Some users of scrap reported scarcities of certain 
qualities of scrap and reductions in individual inventories. In fact, some users of 
scrap predicted in the late summer of 1955 that curtailment of steel and foundry 
production would take place late in that year due to a lack of supply of serap but 
this situation did not materialize in any shutdowns. During 1955 the price of 
ferrous scrap increased very substantially indicating the nature of the demand- 
supply relationship. 

n view of these serious indications and the sometimes conflicting reports 
regarding recent devélopments, the Department undertook a special short-term 
analysis of the domestic ferrous scrap situation. Information was solicited from 
the consumers of ferrous scrap—the Nae e integrated steel mills, the smaller non- 
integrated mills, and the iron and steel foundries. Information was also received 
from the suppliers of serap—the scrap yards and scrap-iron dealers throughout the 
country. ith the assistance of these and other sources, it was pcssible to analyze 
the current domestic supply position, total domestic and foreign requirements 
for United States ferrous scrap, the scrap inventories in the hands of consumers and 
dealers, and the recent developments in scrap prices. The results of the analysis 
are summarized briefly. 

SUMMARY 


(1) The supply of ferrous scrap during 1955 was adequate to meet all domestic 
needs. There were, on the average, sufficiently large inventories of scrap in the 
hands of consumers as of the end of 1955 and apparently the same situation pre- 
vailed in the case of scrap dealers. There has been no interruption in the produc- 
tion of iron and steel products due to the scrap supply. Difficulties were rep: rted 
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in obtaining some grades of scrap in given loealities, a situation not unusual in a 
market characterized by high demand. 

(2) The United States consumption of ferrous scrap, paralleling steel produc- 
tion, reached record levels in 1955. Purchased serap domestic consumption and 
exports were also of record proportions in 1955. 

(3) Although exports of ferrous scrap in 1955 were the highest in history, 
current estimates indicate that export shipments during 1956 may be somewhat 
lower than during 1955 on the basis of requirements and procurement programs 
reported by foreign countries. 

(4) Serap prices increased substantially during 1955. Prices paid for the 
quality grades of ferrous scrap increased by over 50 percent. owever, this 
price increase did not place ferrous scrap prices out of line with price indexes for 
related products. Early in 1956 scrap prices began to soften. 

(5) Present indications are that domestic consumption and exports of ferrous 
scrap probably will approximate the annual rate for 1955 for the first 6 months of 
1956. 

(6) Upon the assumption that total demand for ferrous scrap in 1956 will not 
exceed that of 1955, and may in fact be slightly lower, the supplies on hand and 
the present rate of scrap generation should be adequate for current needs. 


TOTAL SCRAP CONSUMPTION 


According to industry figures and reports to the Bureau of Mines, total United 
States consumption of scrap during 1955 was 81,373,000 short tons. This com- 
pares with 61,354,000 short tons for 1954 and 77,309,000 short tons for 1953, the 
latter being the highest level of United States consumption of ferrous scrap for 
any year prior to 1955. 

Of the total of 81,373,000 short tons of scrap domestically consumed in 1955, 
purchased scrap amounted to 35,786,000 short tons. (Purchased scrap represents 
scrap collected and sold in the open market as contrasted to home scrap which is 
generated during manufacture by a mill or foundry and used by it.) With the 
addition of 4,955,000 short tons of purchased scrap which was exported during 
1955, the total effective demand on the domestic scrap supply for the year was 
40,741,000 short tons—the largest on record. 


EXPORTS 


As indicated earlier, exports of ferrous scrap during 1955 totaled 4,955,000 
short tons compared with exports of 1,543,000 short tons during 1954. 

Exports in 1955 were approximately one-half million tons greater than the 
previous high level in 1937. Percentagewise, exports represented about 12 per- 
cent of total purchased serap sold in 1955, 

The largest export markets for United States ferrous scrap are the Coal and 
Steel Community in Europe, the United Kingdom, and Japan. According to 
reports received from American Foreign Service offices, the total foreign require- 
ments for United States ferrous scrap during 1956 are stated to be somewhat 
less than actual purchases from the United States during 1955. 


SUPPLY 


Notwithstanding heavy domestic consumption and large foreign exports 
during 1955, the ferrous-scrap inventories on hand throughout the steel industry 
have not varied substantially from a year ago. The industry had reported 

m 


inventories of 7,348,000 short tons as of December 31, 1954. A year later, as of 
December 31, 1955, industry reported total inventories of 7,209,000 short tons 
of serap. The shrinkage in inventories during the period was about 2 percent. 
However, information received from individual firms, especially the non- 
integrated steel mills and foundries, indicate that some consumers, as of Janu 
1956, held exceptionally low inventories. This was attributed to rted diffi- 
culties, in some areas, in purchasing specific grades of scrap, partic y heavy 
melting and alloy qualities. In no instances reported, however, have mills or 
factories either closed down or curtailed production due to inability to procure 
ferrous scrap for current operations. There was evidence that some individual 
inventories were low due more to recent price levels than to availability of serap. 
Reports indicate that most, if not all, of the companies previously operating on 
wat limited inventories have been able to improve their position in recent weeks. 
irect inquiries were made of a representative number of scrap dealers through- 
out the country. Most reported normal inventories on hand and a satisfactory 
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volume of scrap being offered at current prices. Scrap dealers indicated full 
confidence in their ability to supply customers with their requirements of all 
grades of scrap. 


PRICES 


There was a substantial increase in the prices paid for ferrous scrap during 
1955, particularly in the more desirable grades. For example, the composite 
price of No. 1 heavy melting steel scrap advanced from $34.63 in January of 
1955 to $53 per gross ton as of December 27, 1955. In some cases, prices as high 
as $65 per ton were paid for some grades of scrap. 

However, despite such increases, the current prices of scrap are not out of line 
with prices of other raw materials or the end products of the steel industry. 
In the price indexes published by the Bureau of Labor Statistics the preliminary 
figures for January 1956 (the latest month available) show that the index of scrap 
prices stood at 135.3 compared with 145.2 for pig iron, 174.5 for iron ore, 170.6 
for semifinished steel, and 155.8 for finished steel. The indexes are based on 
1947-49 as 100. 

There has been a definite downturn in scrap prices since the first of the year. 
As of January 24, for example, the composite price of No. 1 heavy melting steel 
scrap was $50.83, compared to $53 on December 27. By February 21, the com- 
posite price for the same grade had dropped to $48.67. 


SCRAP RESOURCES IN THE LONG RUN 


The analysis just concluded by the Department indicates that for the present 
the demand-supply situation for ferrous scrap is in general balance. The limita- 
tions imposed by an analysis on the scale undertaken did not permit any judgments 
regarding the long-run adequacy of scrap resources, or whether we are borrowing 
from the future to meet the high current demands for scrap. 

Assessment of the long-range adequacy of ferrous-scrap resources is a very 
complex problem. Indeed, there are no means of absolute measure or even of 
reasonably precise estimates—except perhaps for home scrap and prompt indus- 
trial scrap which are closely related to the level of current production in various 
segments of industry. 


CONCLUSION 


The feasibility of further restrictions on scrap exports under the Export Control 
Act was carefully deliberated. The act provides that export controls should be 
used to the extent necessary “to protect the economy from the excessive drain on 
ern ie and to reduce the inflationary impact of abnormal foreign 

emand,’ 

The facts developed in the Department’s study do not disclose a shortage at 
present of ferrous scrap. Nor is there real evidence. despite the price increase in 
1955, of an inflationary impact resulting from the heavy demands for scrap. 
However, the situation warrants continued close attention so that any significant 
change can be immediately met with appropriate action. 

Meantime the present restrictions on scrap exports will be maintained. These 
provide in substance that: (a) Exporters are required to submit a ‘certificate of 
availability” with their license applications; (b) the validity period for licenses is 
limited to 90 days—half the normal time; and (c) exporters are required to submit 
evidence of recent past shipments with applications for new licenses. While 
these provisions have not prevented a high rate of exports, they have limited the 
a volume of outstanding licenses, thus preventing a speculative impact on the 
market. 

Iron and steel scrap will be retained on the Positive List for security reasons 
so that there is adequate assurance that all export shipments will be made to 
friendly areas and will not be transshipped to unfriendly destinations. 


Speciric COMMENT ON THE DEPARTMENT OF COMMERCE’S SUMMARY OF ANALYSIS 
OF THE Ferrous Scrap Situation! 


PAGE 1 
Paragraph 1 


This statement appears accurate — that we did not predict a curtailment of 
steel and foundry production late in 1955 due to a lack of supply of scrap. ‘Fur- 
thermore, we are not aware of such a prediction having been made. 


1 Attachment to letter dated March 29, 1956, to Hon. Sinclair Weeks from Robert W. Wolcott. 
76805—56——_8 
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Paragraph 2 


It is stated that the Department undertook a special short-term analysis “‘in 
view of these serious indications and the sometimes conflicting reports regarding 
recent developments.”’ Scrap analysis of a profound character cannot be made 
quickly. As far back as July 1953, the Department of Commerce was urged to 
undertake a comprehensive study of scrap as an integral part of metallics require- 
ments. This request was made repeatedly in the months that followed and, to 
date, has not been done. Had such astudy been done, a hasty short-term analysis 
would have been needless and conclusions from such a profound study would have 
provided far better information than a hasty spot check. 


Summary, points 1 and 2 


No one questions or contends that present scrap supplies have not been adequate 
to meet domestic needs. The problem and the difference of opinion is exclusively 
one of the obvious changing situation which exists today and tightening of supply 
and apprehension as to what that portends in the immediate future. 


PAGE 2 
Point 3 

The carefully qualified statement that ‘current estimates indicate that exports 
shipments during 1956 may be somewhat lower than during 1955 on the basis of 
requirements and procurement programs reported by foreign countries” is subject 
to serious question. Current export licenses remain at their high. European 
industry is expanding as is American industry. These reports of lower foreign 
demand have been rumored repeatedly in the past year but have never worked out 


Point 4 


The fact that scrap prices increased substantially during 1955 can only indicate 
a tightening of supply and a change in the relationship between demand and 
supply. The statement that early in 1956 prices began to soften is today obsolete 
as scrap prices have recovered to approximately the high point of all time. 


Point & 


Since this is a matter of opinion it may be true, but still implies an exorbitant 
export of iron and steel scrap. 


Point 6 


The assumption stated here, that total demand for scrap in 1956 will not exceed 
that in 1955 or, in fact, may be slightly lower, has no basis for judgment as the 
consumption of scrap in the first quarter of 1956 exceeds that of the first quarter 
of 1955 by over 15 percent. The expectation for current rates of operations, or 
even expanded ones with new facilities being brought in, is an accepted one, and 
there is no assurance that the supplies of scrap on hand or the present rates of 
its generation will be adequate. 


Total scrap consumption 


The figures given here are correct except that they do not allow for a change in 
reporting method which occurred late in 1953 and which, if a compensation were 
made accordingly, would make the present high record use of scrap even more 
impressive. 

Exports 


The figures contained herein are historically correct, but the statement that 
foreign requirements are stated to be somewhat less in 1956 as opposed to 1955 
are belied by the current export licenses being granted. 


PAGE 3 

Supply 

It should be pointed out about inventories that they represent only temporary 
protection. National figures concerning inventories can be very deceiving for it 
should be recalled that in January of 1952, when allocations of scrap were uni- 
versally in use, many mills were operating on virtually no inventories, either 
melting scrap as fast as it was delivered in cars and, in fact, several furnaces 
were taken off for lack of scrap at that time. As far as the “direct inquiries’ 
which were made of scrap dealers, it.is a fact that this is only a spot check as 
there are no statisties available of any useful character concerning the scrap 


industry as a whole, or even in substantial part, concerning inventories, receipts, 
or shipments. 


ST an 


ee 
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Prices 

Again, discussion of the price rise is only indicative of a tightening of scrap 
supply. Prices are and always have been volatile in scrap. In attempting to 
compare indexes for a stated period of 1947-49 on the basis of 100, it should be 
pointed out that in 1948 the price of scrap was $40.66 and in 1949 was $20.78, 
according to the Iron Age composite for No. 1 heavy melting. Again, the com- 
ment concerning the decline in scrap price between January and February is 
negated since between February and March the price has regained the amount 
which it had declined, in fact, in some areas is at alltime highs. 


PAGE 4 
Scrap resources in the long run 

The statement contained herein admits lack of knowledge concerning whether 
“we are ‘borrowing’ from the future to meet the high current demands for scrap.”’ 
This is the key to the whole scrap problem. The question is, What lies ahead? 
The admission that the Department of Commerce does not know whether we 
are “borrowing’”’ from the future fails to present a constructive judgment for 
permitting current exportation of scrap which cannot be reclaimed. 

The above comments apply to the conclusion which begins on page 4. 


Report OF THE ScraP Situation HERE AND ABROAD BY RosertT W. Wo tcort, 
CHAIRMAN OF THE Boarp, LUKENS StTexx Co. 


During this past January and February, I visited France and the Saar, West 
Germany, Italy, the Netherlands, Belgium, and Luxembourg. As you well 
know, the iron and steel making capacities of these six countries have been com- 
bined in operation under the European Coal and Steel Community, which is 
administered by a political wo. known as the high authority. Presently, 
this political position is held by Rene Mayer, who recently visited this country. 

As a matter of information, the European Coal and Steel Community countries 
imported 2.3 million tons of United States scrap in 1955, accounting for almost 
half of our scrap exports for that year. The 2.3 million tons are 4 times the 
scrap tonnage which the community imported from us in 1954. It represents 
over 20 percent of the community’s consumption of purchased scrap. 

While visiting the ECSC countries, I sought out key steel industry executives— 
the men directly responsible for running the steel companies—and discussed with 
them all aspects of their scrap problems on an open and frank basis, I have 
every reason to be confident in the validity of the information which they sub- 
mitted to me, both orally and in writing. 

In general, my European study resulted in no new or startling discovery; my 
findings and conclusions point primarily to a confirmation of the fears and views 
which have been held by many of us for a long time; namely, that unnecessary 
reliance of foreign countries upon United States scrap is being built up without 
regard to the limits of our own resources. More specifically, my principal findings 
with respect to the European scrap situation are as follows: 

In the first place, foreign buyers are being led to believe that the flow of scrap 
from the United States can continue indefinitely. Our Government, for example, 
has never indicated an end point to United States scrap exports or placed any 
quantitative limitations upon them. 

Indeed, it is quite possible that we are doing a great disservice to our allies by 
lulling them into complacency with respect to the availability of our scrap. 
Today, Uncle Sam’s horn of plenty is represented as including all the scrap any 
non-Communist nation may want. As a result, our allies are moving in the 
direction of becoming dependent upon quantities of scrap from this country 
with are entirely unrealistic. 

Our Government, through the State Department, has exerted its influence and, 
as a result, has brought about a change in buying policy by the “high authority.’ 
Although I have no brief for how the buying is done today as opposed to how it 
was done previously, it is my opinion that the people who make steel should be 

rmitted to buy scrap as they are best informed as to how to do it. Let them 

uy at prices they choose, through whom they choose, and when they choose. 
I heard on all si that the change in methods employed as a result of State 
Department persuasion has raised the price level of scrap to consumers both 
here and abroad, and has worked to the disadvantage of both exporting and 
importing country. ; 

n connection with this, under a Duesseldorf, March 12 dateline, the American 
Metal Market reports: 
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“The West German Steel Federation has asked the European Coal and Steel 
Community for permission to set up @ scrap-purchasing unit. 

“Industry sources here said the task would be to reduce the price of scrap 
imported from countries outside the ECSC to a level which did not endanger 
present steel prices. This aim would not be realized fast enough under the re- 
organization of the scrap market planned by the high authority, it was stated.” 

This State Department action affected the economy of the whole steel industry, 
both abroad and here, in my opinion is most inflationary, and indirectly costs the 
steel industry millions and millions of dollars. 

In the past month or so, we have heard representations from political officials, 
both in this country and in Europe, that European requirements for United 
States scrap are due to taper off from the high 1955 level. This is contrary to 
my observations, unless political restrictions upon scrap exports to the ECSC 
countries are put into effect. The main reason for this conclusion is the com- 
munity’s expanding steel-producing capacity and the character of the expansion. 
A look at the English and Japanese figures indicate that the same is true in each 
of those countries. 

Under present programs, it is expected that the Community’s capacity for 
producing steel will materially increase during 1956 and that capacity operation 
will continue throughout the year. The steel industry is a booming industry in 
Europe, believe me. 

What is particularly significant in connection with European steel expansion is 
the fact that the ironmaking capacity of the ECSC countries is not increasing to 
correspond with steelmaking capacity. Thus, the scrap requirements for new 
steel capacity are disproportionately heavy. With United States scrap apparently 
available upon demand, the Europeans would appear to have chosen to purchase 
scrap rather than make capital outlays for blast furnaces. 

You will be interested to know that the charge of pig iron into open hearth 
furnaces in Europe approximates 25 percent, the balance, of course, being scrap. 
Moreover, the percentage of scrap used in blast furnaces is in the neighborhood 
of 10 percent of the pig iron produced—which is considerably higher than one 
would expect. 

It should be noted too that when Europeans buy our scrap, the bor ert 
grades. In 1955, over 50 percent of all our scrap exports were No. 1 an 0, 2 
heavy melting scrap, and another 26 percent was baled sheet scrap, most of which 
undoubtedly was good No. 1 bundles. 

As a matter of further information, the ECSC countries have on hand approxi- 
mately a 90-day scrap inventory, which is a reasonable amount. Since they have 
had this inventory for some while, their scrap export purchases have been to meet 
current needs. 

The ECSC countries will pay any going price for American serap yet maintain 
a ceiling for their own domestic scrap, If the philosophy so often used by pro- 
ponents of export here is correet—namely, that there is enough scrap at a price— 
why shouldn’t the ECSC countries lift the internal price and attempt to answer 
their own scrap problems before buying American oamapt 

What is the logic in permitting them to conserve their own domestic scrap at 
its source by maintai artificially low prices and poach on America’s scrap 
reserves at substantially higher prices? y are, in effect, controlling inflation 
in their own countries with a complete disregard for what happens in our country. 


SCRAP SITUATION AT HOME 


Let me now review the domestic scene. The iron and steel industry is using 
more scrap than ever before in its history. 

Consumption of ferrous serap broke all records in 1955. Total consumption was 
just short of 73 million gross tons, an increase of almost one-third over the ioe as 
year and an excess of 4 million tons over the previous record made in 1953. At 
the end of 1955 consumers’ stocks of home and purchased scrap amounted to 
6.4 million gross tons slightly less than the comparable re at the end of 1954. 
During 1954, the industry operated at 71 percent of capacity; in 1955, it operated 
at 93 percent of capacity. 

Receipts of purchased scrap last year were also at a new high record. 

Another important record was set in 1955. Our scrap e reached the 
highest level in history, amounting to 5 million net tons or about 3} times our 
scrap exports of the year before, and some 17 times our scrap exports in 1953. 

During the year 1955 scra rices rose in a spectacular fashion, and cases where 
difficulties were enevuuire In obtaining: are grades of scrap rie of 

rice were not uncommon. A tightening of the scrap supply-demand situation 
gan to be impressed upon many steel companies and foundries. 
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The result of permitting our scrap to be shipped abroad on an open-end or 
unlimited quota basis has serious effects, both upon our economy and upon our 
mobilization base. Higher raw material costs have been imposed on the entire 
steel industry, and many steel companies have been forced into an economic 
squeeze between high scrap prices and relatively stable market prices for steel 
products. Because of a Government policy of allowing the depletion of an essen- 
tial national resource, our mobilization base is weakened. remind you that 
authoritative studies of the domestic scrap situation in recent years have con- 
cluded that there are no grounds for supposing that this country has a large enough 
reservoir of scrap to sustain capacity steel operations in the event of an emergency 
for an extended period of time. We have short memories if we have forgotten 
the big scrap drives during the Korean war and during World War II, to say 
pee sg the enormous high cost tonnages we imported from Europe in 1948 
and 1949. 

Just what then is our Government’s position? What is its rationale for allowing 
scrap to be exported in quantities unparalleled in our history? 

A story of my personal experience well illustrates the about-face of our Govern- 
ment in regard to scrap matters. In 1948, the Commerce Department was 
energetically trying to help the steel industry import scrap from Europe. To 
this end, the ee sent me abroad as its consultant to study the foreign 
serap picture. in 1948, you will recall, the capacity of the steel industry was 
94 million tons. Today, when that capacity is 128 million tons, when our own 
demands for ssrap are at their peak and our industry is planning broad expansion, 
the same Department, under the same law that existed in 1948, is permitting 
unlimited scrap exports, while our State Department is assuring foreign consumers 
that they can have what they want. 

My analysis of the executive branch’s views on scrap—which has been arrived 
at following numerous discussions with key officials not only in Commerce but 
also in other cognizant departments and agencies—is along the following lines: 
The departments and agencies first insist that there is no scrap shortage, noting 
that no production has been lost on account of a lack of scrap and further, that 
companies can always obtain scrap if they will pay the price. Second, they 
point to our foreign policy objective of helping non-Communist countries, and 


thirdly, they claim to abhor all controls. 
hese 


Tot points, I say what I have already told the House Banking and Cur- 
rency Committee earlier this month. No one claims that there is a scrap shortage 
today, but we are deeply concerned about the prospects of the future. In other 
words, must we wait until the patient dies before we call the doctor? Must we 
buy a lock for the barn door only after the horse is stolen? Must we wait until it 
is necessary to have a scrap drive before we begin to conserve our scrap resources? 

Whereas our foreign policy requires us to promote capacity steel production in 
western European and other friendly countries, some balance should be estab- 
lished between the volume of scrap exports and the husbanding of our own re- 
sources. To date, our Government’s efforts have favored the international point 
of view at the expense of interests at home. The focus of our Government’s 
attention has been directed toward satisfying foreign requirements with ineffec- 
tual effort toward insuring sufficient scrap resources in the United States. 

Insofar as controls are concerned, none of us want them but there comes a time 
when it is ridiculous for us to let matters get completely out of hand because we 
refuse to make some exception to a rule. Let’s not be bound by political 
shibboleth. 

The attitude of the Government, closing its eyes to a fact which does not fit its 
predetermined policy, is indicated by the Commerce Department’s disinterest in 
trying to obtain comprehensive information about this country’s scrap reservoir. 
Time and again, Commerce has been urged to make a thorough study of the 
domestic scrap resources and has been assured of industry’s cooperation. The 
Office of Defense Mobilization itself has been among those recommending such & 
study but, so far, the study has not been made. 

While the position of the executive branch has been unsatisfactory, I am pleased 
to report that initial contacts with the Con: concerning scrap matters have been 
heartening. During the past month, the House Banking and Currency Committee 
condu heari on legislation proposing to extend the Export Control Act, 
which has an expiration date of June 40 of f this year. This law is the foundation 
of Commerce’s power and discretion to restrict the export of scrap. _ Besides 
myself, those giving testimony at the hearing were the Assistant Secretary of 
Commerce for Internationai Affairs, and representatives of the scrap people and 
the foundry industries. 
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It was gratifying to learn that the committee members had a good understand- 
ing of the scrap issue as a result of information from their constituents, and 
appeared disposed to try to find some way of gpaete domestic interests against 
unreasonable quantities of scrap export. heir own position and their final 
report on the legislation to the House of Representatives may have a salutary 
effect upon Commerce’s future course of action. 


CONCLUSIONS 


It is evident that the United States is commitjed as a nation to help foreign 
countries build and maintain the maximum steel production possible. In carrying 
out commitments of this sort, the United States should have a voice in the way 
that these commitments are met. Iron ore and coal are available from various 
parts of the world, just as scrap is from the United States. In other words, the 
emphasis of the State Department has been completely on scrap as a raw material 
without regard for other ways of meeting metallic requirements. 

I cannot emphasize enough the need for a program and a study of international 
metallic balances. 

As far back as July 8, 1953, I wrote the Department of Commerce as follows; 

“There is a great need for a realistic, thorough study of the scrap problem; 
first, as regards the domestic situation and, secondly, the international one. 
This should encompass a study of requirements for steel mills, foundries and 
others. It should embrace metallic balances projected into the future cover 
capacity operations and various lesser percent of capacity operations. We are 
anxious to cooperate with you in undertaking such a study. I would, therefore, 
like to suggest that you request Mr. Max Don Howell, executive director of 
American Iron and Steel Institute, to name an industry panel of people to work 
up such a report. This, of course, should include scrap consumers from both 
the foundry and steel industries. Once these findings are complete and acceptable 
to your Office, they could be submitted to scrap consumers and suppliers for 
recommendations and action in their ard.” 

Then I further stated to the House Banking and Currency Committee: 

“Again, until we know how much we have, we should not permit the present 
enormous foreign drain upon our limited scrap resources. 

‘‘Whereas our foreign policy requires us to promote capacity steel production 
in Western Europe and other friendly countries, some balance should be estab- 
lished between the volume of scrap exports and the husbanding of our own 
resources.”’ 

Since, under present circumstances, it is impossible for the ECSC to produce 
steel at capacity without obtaining great quantities of scrap from the United 
States, and since excessive exports of scrap are posing serious problems to domestic 
steelmaking, the problem resolves itself into—how can we assist ECSC to obtain 
maximum production with only a minimum use of United States scrap? 

To date, all consideration has been given to providing the ECSC with whatever 
tonnages of scrap they desire. On the other hand, no consideration has been 
given to how much scrap this country can spare. 

This means that scrap exports today are on a basis of unchecked statements of 
need when they should be predicated on planned factual requirements. In my 
opinion this can only be done by establishing international metallic requirements, 
which I have recommended eae: These should be drawn up by the United 
States and the ECSC under the auspices of the Department of Commerce. 


The United States should participate in computing the amount of scrap needed 
by the ECSC countries. ae should include capacities, as well as produc- 
° 


tion rates, so that ECSC countries do not retain idle pig iron capacity while they 
are feeding on United States exports of scrap. 

From such metallic balances it can be determined how best we can liquidate 
our obligation to friendly foreign nations. Also, it can be decided what can and 
should be done to put acutal long-range requirements in balance so that continual 
dependence upon American scrap can be terminated. 

inally, regardless of whether some ical plan is worked out immediately 
or not, I feel that the current inequi hich exist internationally concerning 
prices should be corrected. 

Exports today are permitted under the guise of a desire for free markets. Yet 
ECSC countries hold the price of their own down with a ceiling while the 
pay the going price in America for our scrap. us they control inflation in t 
own countries with a complete disregard for what happens here. We can no 
longer do as we did in 1948 n for European scrap) of their controls, 
but they can bargain for ours because we have no controls. 
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Why should our Government permit the ECSC to pay arount $70 a ton for our 
scrap when they pay only an approximate $40 a ton for theirown? Surely, if they 
had a “‘free market” and natural price level domestically, their import requirements 
would decline as their domestic supply increased. 


CLEVELAND, On10, April 23, 1956. 
Hon. WiLLIAM FULBRIGHT, 


Chairman, International Finance Committee, 
Senate Banking and Currency Committee, 
Washington, D. C. 

On behalf of the steel casting industry, we urge that your committee give full 
consideration to all sides and sources of information concerning the present scrap 
situation and its effect upon and relation to the well being of our Nation’s economy. 
Scrap of the proper quality is a vital ingredient of the equipment used in mining, 
metalworking and forming, railroads, petroleum, and maritime industries. We 
refer you to the statement made before the House Banking and Currency Com- 
mittee and offer such assistance as will be of value in obtaining further data perti- 
nent to your deliberations. F. Kermit Donaldson, our executive vice president, 
who appeared before the House committee is now on a brief vacation but can be 
reached at any time. 

Sree, Founpers Society or AMERICA, 
Groree K. Dreuer, Secretary. 


Stee, Founpers’ Socrery or AMERICA, 


Cleveland, Ohio, April 25, 1956. 
Hon. Witu1AM FULBRIGHT, 


Chairman, International Finance Subcommittee, 
Senate Banking and Currency Committee, Washington, D. C. 


Dear SENATOR FuLBRIGHT: We are attaching to this letter a corrected tran- 
script of the testimony presented before the House Banking and Currency Com- 
mittee on March 6 by Mr. F. Kermit Donaldson, executive vice president of the 
Steel Founders’ Society of America. It is to our regret that Mr. Donaldson is 
on a brief and much needed vacation. He will return to this office on May 3. 

We trust, however, that this transcript will be added to the records of your 
committee and be used as evidence in support of our contention that the present 
controls on anh Sopa be continued and so implemented as to react to the best 
interests of our Nation’s welfare. 

The following are a few points which, though they may be redundant, we want 
to call to your committee’s attention: 

(a) The present high prices of scrap are, we believe, bleeding our country of a 
vital material. The extraordinary quantities being consumed in our own country 
= those which are being exported will be reflected in shortages which will be 
elt more severely in the not too distant future. 

(b} There is a shortage of the quality grades of scrap essential for electric 
furnace operation. Our present level of activity is being sustained by the ab- 
normal collection of this material mentioned in point (a) above. 

(c) We want to repeat that the light steel scrap such as is normally generated 
from old automobiles, household goods, and other light-gaged materials, is not 
suitable for the production of high strength steel castings, and cannot be used for 
the production of any quality products such as those required for our defense 
equipment. 

id) The lighter grades of scrap are sources of contamination which affect the 
properties of electric furnace as well as open hearth steel. Quantities in amounts 
registered by the second and third decimal points can seriously affect and fre- 
quently cause the scrapping of heats containing such items. 

There are many other items which could be added to the above, and, of course, 
each could be explained in greater detail. 

We also believe that a physical investigation of scrap yards, material being 
shipped out of the country, and the materials being made available to our in- 
dustries would reveal a more accurate picture, should there be any doubt as to the 


value of the legislation you are eee 

We note, too, with some concern that Mr. Albert Coppe, vice president of the 
European Community for Coal and Steel, has recently been in Washington, 
urging the export of ~—s caer of scrap to Europe. In Steel magazine 
of April 16, on page 46, the following sentence appears: ‘“‘He says he received 
no assurances but was ‘not unsatisfied’ with what he heard.” 
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We appreciate that your committee and other agencies in the Government 
are faced with a very delicate problem, and that your decision will have a far- 
reaching effect no matter which direction you take. 

Our sincere thanks for the privilege of submitting further word on this vital 
question. As mentioned in our wire, the facilities of our industry are available 
for any services that we can provide in enabling you to reach the best possible 
decision. 

Yours very truly, 


Georce K, Dreuer, Secretary. 
(Hearing before the Committee on Banking and tae of Representatives, 84th Cong., 2d sess., 
on H, R. 


The CuarrMan. Call the next witness, Mr. Clerk. 

The Cierx. The next witness is Mr. F. Kermit Donaldson, executive vice 
president of the Steel Founders’ Society of America, Cleveland, Ohio. 

The CHarkMAN. You may proceed, Mr. Donaldson. 


SraTeMENT OF F. Kermrr Donaupson, Executive Vice PREsIDENT, 
Sree, Founpers’ Society oF AMERICA 


Mr. Donautpson. Mr. Chairman, members of the committee, my name is F. 
Kermit Donaldson. I am executive vice president of the Steel Founders’ Society 
of America, Cleveland, Ohio, an office which I have filled for 7 years, and previous 
to which I served a term as Pe of the society. 

Steel Founders’ Society of America is the trade association of the steel casting 
industry. The society is comprised of 138 company members operating 150 steel 
foundries, better than 80 percent of which fall in the small-business category, 
i. e., less than 500 employees. The peincipal products of the industry are castings 
for. railroad equipment, valves and fittings, machinery, rolling mills, building and 
construction machinery, materials-handling equipment, and for various military 
uses, principally in the field of cast armor for tanks. As an evidence of the 
industry’s importance in times of emergency, steel castings have always been 
among the first commodities to become controlled materials. 

The industry is concerned over the continued export of substantial tonnages of 
steel scrap because steel scrap is the principal raw material used in producin 
steel castings. Slightly more than 1 ton of scrap is required for each ton o 
castings produced. The ability of the industry to produce is dependent entirely 
on the a suitable grades of scrap; there is no substitute. 

In both World War II and the Korean war, scrap became short to the extent 
that it was necessary to set up special campaigns to bring out obsolescent scrap. 
Another campaign was set up in 1947, making 3 during the last 14 years. 

In June 1942 it was authoritatively reported that at the rate of depletion occur- 
ring at that time there would be no reserve inventory of steel scrap by December 
1942. As a result, the President inaugurated the national salvage and waste 
campaign on July 13, 1942. 

It has been estimated that between 110 and 125 million tons of steel products 
were shipped from the country during World War II, most of which did not come 
back as scrap. 

In June 1951 a scrap conference was called in Washington. The NPA news 
release of June 21, 1951, states: 

“NPA reported that 2 | producers recently were operating with less than 
a 2-day supply of scrap and that most other mills have less than a 2-week supply, 
compared with a normal 60-day or larger inventory.” 

At a later meeting, on September 11, 1951, Mr. Manly Fleischmann, Adminis- 
trator, DPA and NPA, stated: 

“The Steel Division of the NPA has been active in allocating scrap. It’s a 
firehouse operation. We have actually been allocating scrap from one a. 
area, such as Pittsburgh, to another general area, say in central Ohio. either 
area has enough scrap. It is a question of a steel Creditor with a vital production 
coming up to within 24 or 36 hours of shtit down a furnace. you rob 
Peter to pay Paul, and in no time at all you are allocating the scrap back. We've 
been doing it for months. With the complete assistance of the steel industry 
the production has kept up. But the line is thin, and we are apprehensive o 
our ability to continue to borrow on such a slim margin.”’ 

These statements point up the sho which have occurred and with which 
the industry is intimately acquainted. In addition, seven studies have been made 
in the last few years to determine the er tas scrap supply, and 5 of the 7 
indicate a shortage in the period from 1955 to 1960. 
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Steel scrap exports during 1955 amounted to about 5 million net tons, or more 
than was used by the entire steel castings industry during the peak year of 1951. 

These are the facts which disturb the industry, the past history of shortages, 
and the danger to the national security in the future. When shortages do occur 
it becomes necessary to makeshift with less desirable grades of scrap in order to 
keep up production with consequent difficulty in meeting the stringent specifi- 
cation requirements, particularly of the military. 

For these reasons we believe a critical examination should be made of the policy 
of permitting unlimited export of steel scrap, and particularly of the quality 
grades of scrap. 

The CuartrMan. How big is your industry, Mr. Donaldson? 

Mr. Donaupson. Our industry comprises totally about 300 foundries, with a 
capes produce at the maximum of about 2,400,000 tons of steel castings per 
year. We employ about 55,000 to 60,000 people. 

The CuarrMan. Where are most of them located? 

Mr. Donatpson. Most of them are located in the large industrial areas, the 
Pittsburgh area, Chicago, Philadelphia, St. Louis—areas of that type. 

The Cuarrman. Are you in competition with any other segment of the steel 
industry? 

Mr. Dona.pson. Yes, sir; we are in competition with the fabricating industries 
that produce weldments, we are in competition with the forgings industry and with 
the stamping industry. 

The Cuarrman. Has your industry had difficulty in obtaining enough scrap to 
operate efficiently? 

Mr. Donaupson. We have not had difficulty in the recent period in obtaining 
sufficient scrap to operate. We have had difficulty in obtaining sufficient scrap 
to — during both World War II and the Korean war. 

e have difficulty because we of necessity require the higher grades of scrap 
and these are none too plentiful at any time. I would say that the industry almost 
always, except during a depressed period, has difficulty obtaining all of the high- 
grade scrap they would like to have. 

The CuarrnMAN. Has the fluctuation in the price of scrap had a deleterious 
effect in your industry? 

Mr. DonaLpson. Yes; it has an effect upon our industry, because as I have 
stated, it takes slightly more than 1 ton of scrap to produce a ton of steel castings. 
The reason for this is that you have a melting and foundry loss in the processing 
of steel scrap, with the result that you lose from 7 to 15 percent of it depending 
upon the grade of scrap in the melting processes. 

We have two types of production, open-hearth and electric. The open-hearths 
use about an 85 to 15 percentage in scrap and pig iron, that is 85 percent scrap 
and 15 percent pig iron. The electric foundries use a hundred percent scrap. 

The Cuarrman. What effect has the exportation of scrap had upon the supply 
of scrap-and the price of scrap as it affects your industry? 

Mr. Donatpson. Since about 65 to 70 percent of the scrap exported has been 
of the grades which can be used by the steel foundries, it has had a definite effect 
upon the supply situation, and we feel that the export of scrap has been one of the 
factors in the price increases which have occurred. 

The CuarrmMan. You use the highest grade of scrap in your industry? 

Mr. Donaupson. That is correct. 

The Cuarrman. And that is the grade of scrap that is exported? 

Mr. Donatpson. Both grades of scrap are exported, but the largest proportion 
of it is of the better grade of scrap. 

The Cuarrman. In the whole production of scrap, what proportion of it is that 
high-grade scrap? In other words, how much high-grade scrap is there? 

Mr. Donatpson. I would not 

The Cuarrman. Of the total supply. 

Mr. Dona.tpson. I would not be able to give you the exact figures on that, sir, 
because a great deal of that is dependent upon the amount of obsolete scrap that 
comes into the market. 

Now, among the higher grades of scrap would be the scrap that would come 
back, for example, from the railroads. That would be scrapped freight cars, 
scrapped steam locomotives that have been supplanted by diesels, and the plate 
and scrap rail from trackage. That is all heavy scrap, and is choice scrap. 

So that, to try to give you an amount, it depends entirely upon the amount 
that comes into the market depending upon the obsolescence of the material that 
furnishes the scrap. It has been estimated that we normally have a turnover, in 
obsolescent scrap, of from 25 to 28 years. I don’t know whether that particularly 
applies to the railroad indust , but that would mean that 25 to 28 years after a 
car was built you would get the car back as scrap. 
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The CuHarrMAN. Would automobile scrap be included in that category? 

Mr. Donatpson. Automobile scrap would be included in the obsolescence 
scrap figure, but automobile scrap as such is generally not suitable for steel 
castings use, because of contamination. 

The CuarrMan. What do you think is the future of the scrap industry? Do 
you think if there were no restrictions imposed, do you think the exportation of 
scrap would increase, or would diminish, in the future? 

Mr. Donatpson. Well, sir, as to that, the American Metal Market of March 1 
earried a story which stated that the Japanese steel industry expected to secure, 
in the 1956 financial year, April to March, a total of 7,600,000 tons of scrap steel, 
of which 1,700,000 would have to be imported. Out of the total estimated import 
requirements the industry hoped to import 1,200,000 tons from the, United States 
at a rate of 100,000 tons per month. During the year 1955, Japan took from the 
United States something under 700,000 tons of scrap. So that indicates that they 
hone to get from us at least a half million more tons in the next vear. 

Now, I am not so familiar with the situation in the other direction, but I believe 
Mr. Wolcott has covered that pretty well in his testimony this morning. 

The CuarrmMan. What do you think is the store of scrap? Have you any idea 
as to the store of serap now in the United States? No survey has been made. 
Could you estimate it in any way? 

Mr. Donatpson. We have not estimated it. There have been estimates which 
run all the way from, I think, around 400 million tons to 980 million tons, and 
those might be billions. 

The CuarrMan. Is that store of scrap being depleted? 

Mr. Donatpson. That store of scrap is being depleted every year by corrosion. 
There is a certain amount of that disappears forever by being buried in the ground. 
There is a certain amount of that, particularly in wartime, disappears because it 
is broken up on the battlefield. And there is a certain amount that goes to the 
bottom of the ocean every time a ship is sunk. 

That serap does not come back. That part of the original supply of iron ore 
which has been converted to iron or steel is gone and gone for good. 

Now, estimates on that, I think, went anywhere from 30 to 40, or maybe a 
higher percentage, of scrap that will not come back into the economy. 

The Cuarrman. Then you think the store of serap is less each year? 

Mr. Donatpson. No; I would say that the store of scrap may be increasing 
with the increase in production by the steel mills and the foundries, particularly 
in these later years, because more and more iron ore has been converted into either 
iron or steel, which increases the net store. But on the other hand, the demand 
has been increasing, and I think it is the question of the balancing of this demand 
against the available supply. And I want to emphasize the point that until we 
know where we are at, I think that it is rather foolhardy to be sending out of the 
country a precious raw material commodity which we may need badly in the 
future, particularly in view of the fact, as has been mentioned several times, that 
the studies which have been made to date, the great majority of them, indicate 
that there will be a scrap shortage in the near future. 

The Cuarrman. How much of your scrap comes from the processes of your own 
industry? 

Mr. Donatpson. The yield in producing steel castings is about 50 percent. By 
that I mean you melt twice as much steel as it takes to make the finished casting. 
The balance is what we call risers and gates needed to feed the casting. That 
becomes the revolving scrap, and becomes home scrap. In other words, you 
have about 50 percent of your scrap as home scrap. at, of course, is lessened 
each time when melted by this melting and foundry loss that I mentioned before. 
So about 50 to 55 percent of our scrap total usage must come from the market. 

The Cuarrman. And America, our country, is dependent upon its domestic 
scrap; isn’t that true? 

Mr. Donaupson. Yes; the small amount that is possible to import doesn’t 
make a very big pile compared to requirements, and while we did import scrap 
back in 1947, 1948, and 1949, to a certain extent, the world demand now would 
certainly indicate that that possibility is no longer with us. 

The Cuarrman. How much did we import? 

Mr. Donaupson. I am not sure of the re, sir, but it was in the range of 1 to 
2 million tons, as I recall the figures. The Bureau of Mines, incidentally, has 
those figures. 

The CuarrMan. In times of stress it would be very difficult to obtain any scrap 
elsewhere than the United States; wouldn’t it? 

Mr. Donatpson. We would have to depend entirely upon our own resources. 
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The Caarrman. And you think our store of scrap should be guarded for the 
benefit of our industries? 

Mr. Donatpson. I very definitely do, sir. 

The Cuarrman. Are there further questions? 

Mr. Vanrx. Mr. Chairman. 

The CHarrman. Mr. Vanik. 

Mr. Vantx. I would like to ask the witness what formula or method he would 
suggest or recommend for in some measure controlling the exportation of scrap? 

Mr. Dona.pson. I would like to suggest that some method be set up to estab- 
lish a qualitative control. By that I mean that the good grades of scrap be kept 
in this country. And I would say that those good grades are well known by trade 
names. 

Mr. Vanik. Would there be any advantage in limiting exportation of the scrap 
by fixing it to the price of pig iron? 

Mr. Dona.pson. So far as the steel-castings industry is concerned; no, sir. 
We don’t use enough pig iron to make that difference. 

Mr. Vanik. I was wondering if we could fix the exportation quantity to any 
rise in the price of pig iron on the market. That wouldn’t affect your industry 
but might it help affect other facets of it? 

Mr. Donatpson. That is true but because of my lack of knowledge I would 
hate to comment on that, sir. 

Mr. VaAnik. Would it be possible to arrive at a qualitative determination of 
exports that could be carried out on a fair basis? 

Mr. Donatpson. I would certainly think so. I think it is possible to determine 
on a qualitative basis the grades of scrap that are coming into the market, and 
that are being used. 

Mr. VAnrK. You see, if scrap goes into export, it costs no more to export a 
high grade of scrap than a low grade of scrap. 

Mr. DonaAupson. I appreciate that. 

Mr. Vanrk. Shipping charges are the same and if there is to be export the 
better grades will find their way into export inasmuch as shipping charges are 
fixed. So would it be your idea to qualitatively limit the exports of the better 
grades of scrap, and let the export market have all it desires to have of the other 
grades that are available? 

Mr. Donaxpson. Yes, sir; because I think we are taking away from this country 
a resource that should not be taken from it. And I would like to comment just 
a moment further on that, if I may. Serap is constantly picking up tramp 
elements. By ‘‘tramp elements’? I mean the things which are harmful in the 
production of good steel, and in the production of good castings. You are picking 
up sulfur, phosphorus, tin, which is a very poisonous thing—that is the reason 
none of us can use tin cans in our melts—and various other elements. Well, as 
you go through the years, you pick up more and more of these harmful things. 
That is why I don’t think the good grades of scrap should leave the country. 

Mr. Vanik. It is your contention that it is a strategic metal that should remain 
here? 

Mr. Donaupson. That is right. 

Mr. Vanik. And that with every refinement it becomes more and more 
strategic? 

Mr. Donaupson. That is right. 

Mr. Vanrx. That is all. 

Mr. Mumma, Mr. Chairman? 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. You mentioned the chemical content of scrap. Is low phos- 
phorus serap hard to get at any time? 

Mr. Donaupson. Yes, sir. 

Mr. Mumma. And that is used largely in electric furnaces? 

Mr. Donaupson. That is right. And may I point this out, that in the news 
release regarding the expansion of capacity in the basic steel industry it has been 
indicated that a large part of that new capacity will be in electric furnace form 
which is going to create an even more substantial demand for that grade of serap. 

Mr. Mumma, Now, the shortage of No. 1 heavy melting; that has nothing to 
do with the low phosphorus scrap, has it? 

Mr. Donaupson., Low phosphorus scrap is a higher grade than No. 1 heavy 
melting, and the customer pays a higher price for it. 

Mr. Mumma. What type is this low phosphorus used for? 

Mr. Donatpson. Principally for electric-furnace melting. 

Mr. Mumma. It goes into any type of steel casting, then? 

Mr. Donatpson. Yes; but it generally goes into the production of either cast- 
ings or steel which are of high specification requirements, because you just purely 
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and simply cannot make the rigid specifications particularly of the military with 
the lower grades of scrap. It is just impossible. There is no way that you can 
doctor it up to do anything with it, and the result is that to get the high quality 
that you have to get, in these high rigid specifications given to us by the military, 
you must have these grades of scrap. 

Mr. Mumma, I was speaking to one of the spectators about this heavy-melting 
scrap. As I understood, this morning it was testified that that was about the 
only thing shipped and there was no stipulation as to other grades, but one of 
these gentlemen told me that was a sort of an understanding that it was a third, 
a third, and a third, if a fellow got a hundred thousand tons of heavy melting, 
he had to take so many tons of the other type. I know you wouldn’t know that 
particular item. I did just want to get it into the record. 

Mr. Donaupson. All I know from the statistics published by the Bureau of 
Mines, 65 to 70 percent of the scrap going out of the country was No. 1 heavy 
melting or better. 

Mr. Mumma. Then the other statement could have been incorrect? 

Mr. Dona.pson. I don’t know. 

Mr. Mumma, Thank you. 

Mr. Mouter. Mr. Chairman. 

The CuarrMan. Mr. Multer, 

Mr. Mutter. Mr. Donaldson, can the industry your organization represents 
substitute anything else for this scrap in making these castings? 

Mr. Donatpson. No, sir. 

Mr. Mutter. If you can’t get the serap you can’t make the castings? 

Mr. Donaupson. If we can’t get the scrap, we are out of business. 

Mr. Mutter. And the castings you make are a very important and strategic 
part of our armaments? 

Mr. Donatpson. I emphasized that when I said steel castings are always 
among the first commodities to be controlled in an emergency period. 

Mr. Mutter. Do you think that as a temporary expedient it might be wise to 
limit the exportation of scrap to the maximum we sent out in 1954 pending a 
report of just what the story is and what can be done? 

Mr. Donatpson. I think it would be very wise to do something to consider 
some kind of a control and as I say, particularly the qualitative control on scrap 
while we are examining the size of the stockpile we have. It is definitely going 
to take a considerable amount of time to make a survey, and if we are going to 
keep shipping it out, on the same basis that we are presently shipping it, there is 
just that much more that will go out of the country. 

Mr. Murer. We can always reverse our position and release it after we have 
all the facts. 

Mr. Donatpson. That is right. 

Mr. Mutter. We can never get it back once it is sent out. 

Mr. Donatpson. That has been our history. Except that we have had it 
shot back at us. 

Mr. Mutter. With that exception, you are right. 

The Cuarrman. The Secretary of ce mmerce seemed to be rather meticulous 
in his fear that he might exceed his jurisdiction; that he could only consider this 
proposition with reference to our national security and our national economy 
and that unless it was particularly within that jurisdiction he couldn’t act. I 
think we ought to give him broader power and suggest that, if we want full 
employment, and full production, and a sound economy, we ought to give first 
consideration to our industries. I never have been for protective tariffs either. 

Mr. Donatpson. I agree with you, Mr. Chairman, and wholeheartedly. 
would like to state this: So far as our industry is concerned—and I think the rest 
of the consuming industries—I don’t think that the burden of proof ison us. We 
know that we have to have serap. I think the burden of proof is on somebody else 
to demonstrate that we have the sreetet of scrap. We have gone through these 
shortages. We have had these troubles. We know what the troubles have been, 
and I don’t think the burden of proof is on us to prove that we have adequate scrap. 
I think it is up to somebody else to prove that. We don’t think so on the basis of 
our past experience. 

The Cuarrman. I think just before the Second World War we saw scrap yards 
filled 2 or 3 stories high. And the serap suddenty disappeared. That scrap went 
to Japan. 

Mr. Donaxpson. That is true. 
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The CHarrMAN. Somebody suggested today that it weakened us. It did 
weaken us and strengthened Japan and made our war harder. I don’t think we 
ought to take a chance on letting that happen again. 

r. DonaLpson. I am in agreement with you. 

The Cuarrman. Dr. Talle. 

Mr. Tate. Mr. Donaldson, it is a fact, is it not, that advancement in the 
science of metallurgy has proceeded at a good rate for quite some time and that 
certain new metals are in the making. 

Mr. Donaupson. Yes; that is true. 

Mr. Tauus. I believe one of those new metals is called titanium. 

Mr. Donaupson. Yes. 

Mr. Tauue. Are you familiar with that? 

Mr. Donaupson. I am to a certain extent; yes, sir. 

Mr. abu. That is really a tougher metal than steel, isn’t it, and lighter in 
weight? 

Mr. Dona.pson. It is a tough metal under certain circumstances. When you 
say tougher than steel, it depends upon what you were comparing it with and the 
use to which it is put. It isa light metal. It is a very expensive metal, which is 
sold in terms of dollars per pound, rather than cents per pound, it is an extremely 
difficult metal to break down from its ores, it is an extremely difficult metal to 
handle physically after you do break it down, that is, either melt it or roll it or 
whatever _ want to do with it, and I would say it is going to be a long time in the 
future before titanium will ever replace steel to any extent. 

Mr. Tauuz. Yes, I realize the prospects are that it will take quite some time, but 
I mention that as one illustration, and my question now is: What do you see in 
the very near future, in the way of new metals which might be important in the 
steel industry? 

Mr. Donaupson. In the steel industry? 

Mr. Tae. Steel industry market. 

Mr. Donaupson. I see nothing particularly in the future to take the place of 
the great bulk of the steel products. There are developments metallurgically in 
all of the fields, in both the basic steel field and in the foundry field. There has 
been a development in recent years in the cast-iron field, which will fill in some of 
the spots. But that does not reduce the necessity for the fundamental, which is 
iron. I would say that there is nothing coming along that I see that will reduce 
the necessity for ever-increasing quantities of the element of iron, which is the 
basic constituent of cast iron and steel. 

Mr. Tate. Do you support the continuation of the act which would occur in 
the event that Congress enacted H. R. 9052? 

Mr. Donaupson. I do, sir. 

Mr. Tautize. Thank you very much. 

Mr. Mumma. Mr. Caaleaa, may I ask a question? 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. You are speaking of different methods in the steel business. Is 
this powdered iron or steel process growing at all? 

Mr. Donatpson. Yes; that process is growing, but once again that has an ex- 
tremely limited field. 

Mr. Mumma. It is all right for gears that require a lot of machining? 

Mr. Donaupson. Yes; it is the kind of process we need for many applications. 
In the formation of certain ty of bearings, for example, it is about the most 
logical way to do it, but it will not at all replace the need for the basic iron and 
steel products. 

Mr. Mumma. Is it poeing much in this country? 

Mr. DonaLpson. Yes; it is a growing industry. 

Mr. Mumma. Does one concern have the full control of the patent? 

Mr. Donatpson. I am not familiar with that at all. 

Mr. Mumma. That is all. 

The Cuarrman. We will adjourn now to reconvene at the call of the Chair. 
We are glad to have your views, Mr. Donaldson, and they will be considered by 
the committee in executive session. 

Mr. Donatpson. Thank you, Mr. Chairman. 

The CuarrMan. The committee will now adjourn. 


G aoe at 4:30 p. m., the committee adjourned, subject to the call of the 
air.) ‘ 
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Gray Iron Founpers’ Socrery, Inc., 
Cleveland, Ohio, April 28, 1956. 
Hon. J. W. FuLericat, 
Chairman, International Finance Subcommittee, Senate Banking and Currency 
Committee, Senate Office Building. 

Understand your subcommittee is conducting hearings re Export Control Act 
Gray iron foundry industry urgently concerned because Department of Commerce 
has not applied criteria governing restrictions on export of iron and steel scrap. 
Foundries are experiencing increasing difficulty in obtaining certain grades of scrap 
and in view of four severe scrap shortages during and since World War II we believe 
continued export of scrap again seriously threatens our national security. The 
House Banking and Currency Committee welcomed testimony from four foundry 
and steel industry representatives at open hearing March 6. pectfully request 
your committee review the considered opinion of Chairman Spence’s committee 
which reported out Export Control Act and expressed grave concern over current 
scrap export. situation. Full testimony of scrap consumers also available in 
printed proceedings of their open hearings. 

Respectfully yours, 
Donatp H. WorkKMAN, 
Executive Vice President. 


Gray Iron Founprrs’ Soctery, Inc., 
Cleveland, Ohio, April 23, 1956. 
Hon. J. W. Fu.pricuxt, 
Chairman, International Finance Subcommittee, 
Senate Banking and Currency Commitiee, 
Senate Office Building, Washington, D. C. 


Dear Senator Fuusricst:. This is to confirm our telegram of April 23 in 
connection with hearings on the Export Control Act being conducted by your 
subcommittee. We understand that industry was not invited to testify before 
your committee as was the case when the House Banking and Currency Com- 
mittee was studying the continuation of this act. 

At that time I presented a statement for the gray iron foundry industry in 
connection with its mass protests over the too substantial export of iron and 
steel scrap. The statements presented on the same day in addition to mine were 
by Messrs. Robert W. Wolcott, chairman of the board, Lukens Steel Co., F. 
Kermit Donaldson, executive vice president, Steel Founders’ Society of America, 
and Lowell D. Ryan, managing director, Malleable Steel Founders’ Society and 
are a matter of record of the hearings in connection with the export of scrap con- 
sidered by the House committee. e trust that you will review these statements 
if time does not permit industry witnesses on this important matter. 

Respectfully yours, 
Donatp H. WorkKMAN, 
Executive Vice President. 


[From Foundry, April 1956; Frank G. Steinebach, editor] 
A GuipEe ror CoNGRESS 


Since scrap is the principal source of metallics for ferrous foundries, anything 
affecting the supply has a direct bearing on the ability of foundries to meet de- 
mands for castings, for a nation either at peace or at war. For some months 
foundrymen in various sections of the country have been greatly concerned over 
the unlimited exportation of iron and steel scrap, as permitted by the Department 
of Commerce. This movement of scrap from the country has resulted in shortages 
in some areas, a diminishing supply of quality scrap, and inflationary tendencies 
in prices. 

As a result, foundrymen and representatives of other industries using scrap 
have been telling the Congress about the problem. And because the Members of 
Congress generally are sensitive to word from back home, it was quite natural 
for the House Banking and Currency Committee to hold a hearing on scrap ex- 
ports when considering a bill to extend the present authority of the Department 
of Commerce to regulate exports. 

On March 6, at the invitation of the committee, F. Kermit Donaldson, execu- 
tive vice president of the Steel Founders’ Society of America, Lowell D. Ryan, 
managing director of the Malleable Founders’ Society, and Donald H. Workman, 
executive vice president, Gray Iren Founders’ Society, testified before the com- 
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mittee in Washington. Excellent and convincing statistics provided by these 

men were well received by the committee, and emphasized again the value of well- 

organized and efficiently managed trade associations to the foundry industry. 
ecommendations of the three representatives were summed up as follows: 

1. Launch a comprehensive and objective study of the potential scrap supply 
likely to exist in the next 5 to,15 years. 

2. Make an immediate analysis of steps which could be taken to limit the 
total amount authorized for export, with the limitation imposed on a qualitative 
basis. 

3. Work out a program—with due regard to foreign requirements and com- 
mitments—whereby these foreign countries can (a) be encouraged to increase their 
pig iron producing facilities, and (b) be encouraged to use other than top quality 
grades of scrap. 

These recommendations surely are reasonable and constructive. They should 
be considered carefully by the Congress in order that foundries and steel mills 
may produce the castings and other iron and steel products needed for the normal 
expansion of our growing economy in times of peace, or for the defense of the 
Nation in time of emergency. 


STATEMENT OF DoNALD H. Workman, Executive Vick PREsIDENT, Gray IRON 
FounpeErs’ Socrery, Inc., CLEVELAND, On1o, Re Export or Ferrous Scrap 


INTRODUCTION 


My name is Donald H. Workman. I am executive vice president of Gray Iron 
Founders’ Society, Inc., with headquarters in Cleveland, Ohio. Our organization 
is the national trade association for the gray iron foundry industry, the oldest and 
fifth largest basic industry in America. 


THE GRAY IRON FOUNDRY INDUSTRY 


In round figures our industry’s 2,200 foundries employ 275,000 people to pro- 
duce 15 million tons of castings per year with net sales between 2 and 3 billion 
dollars. All but a handful are very much in the small business classification; over 
50 percent of these foundries have less than 50 employees. Gray iron castings 
are major components for automobiles and trucks, machine tools and machinery, 
public utilities, building and construction, agricultural and household equipment 
and appliances and scores of other products. Practically all of industry depends 
on gray iron products in peace or in war, much as our industry depends on iron 
and steel scrap. After World War II the War Production Board discovered that 
except for steel mill products more gray iron castings were used than the sum 
total of all other materials of engineering.! 


EXPORTS THREAT TO NATIONAL SECURITY AND ECONOMY 


Our industry is rightfully concerned about the unleashed export of ferrous 
scrap for these reasons. (1) Exports are not in the best interests of national 
security, the record proves this point. (2) Current record high levels of export 
have naturally brought about a degree of quality deterioration and at least spotty 
temporary shortages in available supply. The Pacific coast, and other areas 
remote from high scrap generating centers have experienced these recent squeezes 
more so than foundries located in heavy industrial areas. Reports to us indicate 
that nearly 65 percent of exported scrap has been of high quality such as is 
required by gray iron foundries to obtain the proper chemical analysis in their 
castings. (3) Foundries have been thrown into worldwide competition in the 
scrap market. The growing shortage of high quality scrap or even its availability 
at highly inflated prices works a serious hardship on the foundry because it is an 
important item in the cost of production. Rising production costs = foundries 
at a great disadvantage with competitive industries both in quality of product and 
in price. This is secondary, of course, but we can’t escape the fact that high 
prices and varying quality are important factors to the foundry manager who 
constantly must try to stabilize his own prices, and to produce products of con- 
sistent quality to meet customer specifications, particularly with respect to making 
firm quotations today for castings to be/elivered sometime in the future. 

On February 23 Secretary McClellan professed to this committee that foundries 
were experiencing an economic squeeze due to the recent sharp rise in scrap prices. 


1 Source; Foundry Magazine, November 1946. 
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Because of their greater dependence on scrap, its higher cost hits the small non- 
integrated operator’s pocketbook harder. Foundries are small businesses, and 
the distance between success and failure is short. Any squeeze on profits in good 
times threatens a foundry’s lasting power in times of depressed business. In the 
dip in 1953-54, 192 gray iron foundries closed their doors for good. More have 
followed, despite the general prosperity in 1955, indicating the highly competitive, 
low-margin operation of many gray iron foundries. The number of gray iron 
foundries has decreased steadily since World War II even though there has been a 
per capita increase in gray iron usage. Despite increased mechanization pro- 
grams, our industry is unable to keep pace with other larger industries which, like 
the foundries, are essential for national defense. 

Regardless of these secondary issues, brought about by the abandonment of 
scrap export controls, our industry firmly believes the overriding factor is the 
serious threat to our national security in a world not yet free of tension. Why do 
we believe this? 

HOW MUCH SCRAP IS THERE? 


No one in this country, or in the world, knows exactly how much of a scrap 
reservoir we really have. The Department of Commerce recognizes this fact, 
and we understand that they are contemplating a comprehensive survey which 
might take 6 to 8 months to complete. The Department must be concerned 
because they have examined 7 scrap studies, 5 of which conclude we will have a 
short-term scrap shortage in the years 1957-60. Only one forecasts adequate 
supplies of scrap in this period. 

In the absence of acceptable facts on a matter so vital to our security, there are 
two reasonable ways of approaching this problem. 

One course of action would be to place an embargo on further scrap exports 
until the true facts about our scrap reservoir are determined. A short-cut method 
would be to examine, and take prudent action, based on the performance of the 
scrap market in recent periods of emergency. 


A HISTORY OF SCRAP SHORTAGES 


The record is quite clear. From 1933 through 1940 some 20 million tons of 


iron and steel scrap were exported, largely to Japan, Italy, Germany, and England. 
As a result, we went into World War II with less than adequate scrap inventories. 
Mobilization efforts were slowed down and proemenne of war components required 


controls and allocation of all metallics. Shortages continued through 1948 as 
industry attempted to meet pent-up postwar expansion and civilian demand for 
autos, houses, appliances. Iron and steel were still being produced with inferior 
and inadequate grades of scrap and pig iron. Thousands of tons of iron and steel 
produced for ships, trucks, tanks to fight the war became unrecoverable battlefield 
scrap—lost to us forever. 

With only a short breathing spell we plunged into Korea, a different kind of war, 
less demanding on the iron and steelindustry. Still we went from one scrap short- 
age to another as in World War II, and again we saw furnaces go down for lack of 
scrap and again thousands of government pooia, business and civic leaders ag- 
gressively joined forces in the drive for scrap. al and national scrap mobiliza- 
tion committees added the extra incentive to keep our furnaces and cupolas fed 
with iron and steel serap. Cooperating in these many scrap drives were chambers 
of commerce, Commerce Department field offices, trade journals and business 
papers, trade associations, the Advertising Council, Boy Scouts of America, TV, 
and radio. Over 1,600 voluntary scrap committees were organized and operating 
during Korea alone. 

We trust that we will never again have to hear facts such as were stated publicly 
early in the Korean action by Manly Fleischmann, then Administrator of the 
Defense Production Authority and National Production Authority: 

‘‘We must face the unpalatable fact that America today is a ‘have not’ nation 
with respect to the majority of metals indispensable to the attainment of military 
strength, and consequently indispensable to national survival.’”’ Also, in June 
1951, Mr. Fleischmann aoaetd before an Emergency Conference on Scrap, 
which I attended, that ‘‘inventories of scrap iron and steel at the Nations’ mills 
and foundries are dangerously low, and unless scrap supplies are appreciably 
expanded within the next 6 months the steel production program faces a serious 
threat of being crippled.” 

The magnificent efforts of the scrap dealers and of American citizens in general 
saved us by the skin of our teeth, but if we had not waited until 1940 to enact the 
Export Control Act millions of already too busy man-hours spent on serap drives 
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eould have been spared, and the overburdened foundry manager could have per- 
formed his important job with more efficiency and under less pressure had his 
scrapyard not been such a daily concern. 


CONCLUSION 


We recommend that the Secretary of Commerce should suspend the export of 
further iron and steel serap, except for the traditional allowances to Canada and 
Mexico, until a thorough study of the serap situation can be made. This study 
should ascertain how much, if any, scrap should be permitted to be exported in 
keeping with the interests of national defense and a healthy United States econ- 
omy. We further recommend that the Export Controls Act be amended to inelude 
new criteria which would specifically set the amounts of strategic reserves of critical 
materials to be kept in this country. 


CLEVELAND, Onto, April 23, 1956. 
Hon. WiLu1AM FULBRIGHT, 


Chairman, International Finance Subcommittee, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C.: 


In connection with an extension of the Export Control Act, with particular 
reference to exportation of iron and steel serap, on which I understand your com- 
mittee has heard from the Department of Commerce, it is necessary to consider 
the effects upon the national security from the point of view of foundries and steel 
producers. We understand only officials of the Department of Commerce have 
appeared before your committee. The ferrous foundry industry has long main- 
tained that our country cannot afford to ship as much as 5 million tons of this 
very important raw material abroad. The Department of Commerce is now 
considering the making of a survey to ascertain whether or not there is a surplus 
of scrap which warrants such a large volume of export. We have urged that 
further export be restricted until such time as it can be demonstrated that there 
is in fact a surplus. Our views were presented to the House Banking and Cur- 


rency Committee and given full consideration. The report submitted on behalf 
of that committee is a fair, complete, and statesmanlike document, and we believe 
the interests and needs of our industry were adequately presented before that 
committee. We earnestly urge that full consideration be given to the views of 


representatives of the ferrous castings industry before a decision is reached by 
your committee. 


Lowet. D, Ryan, 
Managing Director, Malleable Founders Society. 


MALLEARLE Founpprs’ Socrery, 
Cleveland, Ohio, April 24, 1956. 
Mr. Matrruew Has, 
Counsel, Subcommittee on International Finance, 
Senate Banking and Currency Committee, 
Washington, D. C. 

Dear Mr. Hate: I appreciated your telephone call this morning suggesting 
that I submit a statement concerning the Government's scrap iron and steel 
export policy in connection with 8. 3238. A copy of my statement presented for 
the record at the House Banking and Currency Committee hearing on March 6 
is attached. 

I must say again that I think it is unfortunate that the committee has not 
had an opportunity to hear the full story from Mr. Wolcott and representatives 
of the foundry industry so that the committee might take an objective view of 
this whole situation. owever, we are hopeful that this will result from a study 
of our several statements. 

If you need any further information, please let me know. 

Very truly yours, 
Loweutut D. Ryan, 
Managing Director. 
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STATEMENT BY Lowett D. Ryan, Manacine Director, MALLEABLE FounpDERs’ 
Society 


My name is Lowell D. Ryan, and I am managing director of Malleable Founders’ 
Society. The society is a national trade association for the malleable iron castings 
industry. There are approximately 90 companies engaged in the production of 
malleable iron castings in the United States, of which a majority are members 
of the society. Our industry employs about 35,000 people and most of our com- 
panies are small business. 

Malleable iron castings are important components in the manufacture of auto- 
mobiles and trucks, farm implements, railroad cars, and they also find wide use 
as electrical fittings, plumbing fittings, and in almost every other segment of 
industry. 

I appreciate the opportunity to file this supplemental statement on behalf of 
our industry. The statement will be brief because most of the pertinent facts 
pertaining to the scrap export situation have been thoroughly and expertly covered 
by Messrs. Wolcott, Donaldson, and Workman. The requirements of our indus- 
try for good grades of steel scrap are very similar to the needs explained on behalf 
of the gray iron and steel castings industries. In producing malleable iron, 
producers use amounts of scrap in the charge ranging from 40 to 90 percent. 

It is our firm conviction that the national interest requires that we take steps 
to restrict the export of scrap to a quantity very much less than 5 million tons 
annually. In view of our foreign commitments, it may not be feasible to embargo 
shipments altogether at this time, but certainly the experience of the past demon- 
strates that it is foolhardy to ship as much as 5 million tons per year. The neces- 
sity for scrap drives in the past would seem to offer ample proof that we just do 
not have enough of this important raw material to be in a position to spare such 
large quantities. 

It is recognized that it will be extremely difficult to get an accurate estimate of 
the potential obsolescent scrap which may be available in the years ahead. How- 
ever, we submit that it should be the policy of our Government to limit the 
amount of scrap exported until a competent study has demonstrated that we have 
a long-range surplus in sight as a result of which it can be clearly demonstrated 
that we can spare a given quantity of scrap from that surplus. It is also our 
position that the burden of proof rests with the parties who contend that there 
should be no restriction on export to show that there is a long-range surplus in 
sight. We submit that the temporary adequacy of supply which now exists 
does not support the present policy of the Department of Commerce. 

Therefore, we recommend: 

1. That steps be taken immediately to launch a comprehensive and objective 
study of the potential scrap supply situation likely to exist in the next 5 to 15 
years. 

2. That an immediate analysis be made of steps which could be taken to limit 
the total amount authorized for export, with the first limitations to be imposed 
on a& qualitative basis. 

3. That a program be worked out with due regard for foreign requirements and 
commitments, whereby these foreign countries can (a) be encouraged to increase 
their pig iron producing facilities, and (6) whereby they can be encouraged to use 
other than the top quality grades of scrap. 

It might be feasible to gradually clamp down, on a qualitative basis, until the 
annual rate could be brought down to perhaps a million or a million and a half 
tons per year. This might be accomplished by some target date, for example, 
by January 1, 1957. 

If a survey develops that we face potential shortages in the future, then it 
should be the policy of our Government to keep all this vital raw material at 
home. 

It seems to me that the present power of the Department of Commerce is 
broad enough to accomplish the results we have advocated. If, however, the 
bill in question must be amended in such a way as to require the Department of 


Commerce to follow the intent of the Congress, then we respectfully submit that 
this should be done. 
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CLEVELAND, On10, April 19, 1956. 
Senate Bankinc ComMITTEs, 
Washingten, D. C. 
GENTLEMEN: We urge you to do all that is possible to cut tonnage iron steel 
scrap exports. 
ALLYNE Ryan Founpry Co., 
Frank L. Freutes, President and General Manager, 


Tue ALLYNE-Ryan Founpry Co., 
Cleveland, Ohio, April 17, 1956. 
Subject: House Committee Asks Cut In Scrap Exports. 
Senator Joun W. Bricker, 
United States Senate, 
Washington, D. C. 


Dear Senator Bricker: We urge you to do all that is possible to cut the 
tonnage of iron and steel scrap being exported from the United States. It cites 
the price and supply squeeze on foundries. 

Sincerely yours, 
FRANK L. FEurtss, 
President and General Manager. 


STANDARD CasTINGs OF CINCINNATI, INC., 

Cincinnati, Ohio, April 16, 1956. 

United States Senator Joun W. Bricker, 
Washington, D. C. 

Senator: We read with interest a statement released on April 11, 1956, by the 
United States House Banking and Currency Committee urging the administra- 
tion to reduce exports of scrap to a level where we can be reasonably sure of an 
adequate supply of scrap for domestic needs. 

We are becoming increasingly concerned over the shortage of good iron and 
steel scrap materials, as well as the tremendous increase in price over the last 
2-year period. The purchase price of the iron and steel scrap items we buy has 
increased as much as 77 percent over the purchase price of the same items on 
April 15, 1954, and none of the items increased less than 45 percent in price. 

It is our opinion that the excess export of scrap materials is largely responsible 
for the condition now prevailing and we urge that the Export Control Act, with 
adequate export controls, be extended. 

Yours very truly, 
I. H. Jupp, 
Vice President and General Manager. 


Tue Frencu Orn Mitt Macuinery Co., 
Piqua, Ohio, April 17, 1956, 
Senator Joun W. Bricker, 
United States Senate, 
Senate Office Building, 
Washington 25, D. C. 


My Dear Senator Bricker: It has -been brought to our attention through 
the iron and steel industry that there is a growing shortage of scrap iron in this 
country due to a tremendous domestic demand for iron and steel products. 

It was brought to my attention that the scrap exports have risen from an 
average of 233,000 tons a year during the period of 1946 to 1953 to 1,600,000 tons 
in 1954 and over 5 million tons in 1955. 

Despite the uncertainties of international affairs that might lead to war and 
an excessive demand for scrap iron in this country our export controls on scrap 
have been relaxed to a point where scrap is leaving the country at a rate un- 
equaled even in days when we emptied our scrap yards before World War Il. 

A shortage of scrap iron hits the small producer the hardest and makes it 
difficult for small steel mills and foundries to operate with excessive costs and the 
increase in scrap iron prices as a result of this shortage could soon put small 
producers out of business. 
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I think the national welfare justifies your taking such action as will be helpful 
in having the Department of Commerce control exports of scrap iron at this time 
from the standpoint of national security and for the protection of domestic 
business. 

A shortage of iron and steel scrap of necessity greatly increases the cost of all 
iron and steel products end, therefore, the selling price of all commodities con- 
sumed by the public. 

This is a matter of great concern and from all indications we cannot permit a 
continued scrap export at the rate of 5 million tons a year without upsetting our 
national economy and creating a hazard in national security. 

Some means must be found to restrict the export of scrap iron under the Export 
Control Act. 

Sincerely yours, 
C. B. Upon, 
Vice President and General Manager. 


Brunk & JANSS, 
Des Moines, Iowa, April 17, 1956. 
Senator Bourke B. HiIcKENLOOPER, 
Senate Office Building, Washington, D. C. 


My Dear Senator: The enclosure which purports to be a statement on scrap 
to be included in a United States Banking and Currency Committee Report on 
Export Control Act, is very significant to the little foundry with which I am con- 
nected. Particular attention is called to the paragraph which reads as follows: 

“A shortage of scrap hits the smallest producers the hardest. The large steel 
mills which have blast furnaces for producing pig iron are not so dependent wpon 
scrap as are the small steel mills and foundries which have no blast furnaces. 
Continued increases in scrap iron prices could put these small producers out of 
business.” 

Any consideration you can give to the problem will be appreciated. 

Yours very truly, 
Greeory Brunk, 


STATEMENT ON Scrap To Be IncLupEp in Unrrep States House BANKING AND 
CurRENCY CoMMiTTEE Report oN Export Contron Act 


High on the list of essential materials for which export controls are needed is 
iron and steel scrap. In peace as well as in war our economy consumes huge 
quantities of steel. The furnaces and cupolas which produce steel ingots, steel 
castings, and iron castings must be fed scrap in amounts varying from 30 to 100 
percent of the total melt. 

In the past 14 years we have seen four Government-sponsored drives to bring 
out the scrap needed to keep these furnaces and cupolas going. Recent authorita- 
tive studies have indicated that sufficient scrap cannot be made available to meet 
domestic requirements in the event of an emergency. 

The witnesses before the committee generally agreed that no one really knows 
how much scrap we have, let alone whether we have a safe supply. 

Despite these uncertainties, export controls on scrap have been relaxed recently 
to the point where scrap is leaving the country at a rate which was not equaled 
even in the days when we emptied our scrap yards just before World War II. 
Scrap exports have risen from an average of 233,000 tons a year during the period 
1946 to 1953 to 1,600,000 tons in 1954, and over 5 million tons in 1955. 

A shortage of serap hits the smallest producers the hardest. The large steel 
mills which have blast furnaces for producing pig iron are not so oo upon 
scrap as are the small steel mills and foundries which have no blast furnaces. 
a increases in scrap-iron prices could put these small producers out of 

usiness. 

Some doubt has been expressed as to whether the Secretary of Commerce has 
authority under the Export Control Act to impose controls if necessary to save 
these producers from being priced out of business. 

The act provides that— 

“It is the policy of the United States to use export controls to the extent neces- 
sary (a) to protect the domestic economy from the excessive drain of scarce mate- 
rials and to reduce the inflationary impact of abnormal foreign demand * * * 
and (e) to exercise the necessary vigilance over exports from the standpoint of 
their significance to the national security.” 
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The committee wishes to make it abundantly clear that the intent of Congress 
in enacting the Export Control Act of 1949, and the intent of the committee in 
approving its extension this year is to provide the Department ef Commerce 
with ample authority to protect domestic industries which are essential to the 
welfare and security of the Nation, such as the semi-integrated steel producers, 
and the iron and steel foundries, from economic injury due to excessive exports. 
Aside from their importance to our normal economy these industries are key 
elements in our mobilization base. They have repeatedly faced severe shortages 
of scrap, which is absolutely essential to their continued operation, and they are 
apprehensive about a repetition of these severe shortages. 

The committee shares their grave concern. The testimony before the committee 
indicates that we cannot permit serap exports to continue at the present rate of 
5 million tons a year. The committee realizes that the needs of our allies abroad 
must have consideration. It would be too disruptive of our international relations 
to cut off scrap exports completely at this time. But some means must be found 
either through agreements with the foreign producers to whom we are now 
exporting scrap, or through imposition of stricter controls under the Export Control 
Act, to reduce exports of scrap to a level where we can be reasonably sure of an 
adequate supply of scrap for domestic needs. 


NORTHEASTERN Stree. Corp., 
Bridgeport, Conn., April 30, 1956. 
Hon. Prescorr Busa, 
United States Senate, 
Washington, D. C. 
Dear Senator Busn: The following is a statement with respect to North- 
eastern Steel Corp.’s position on scrap exportation, which we request be made a 
part of the record of the Senate Banking and Currency Committee hearing on the 
extension of the Export Control Act: 

Northeastern Steel Corp., being a semi-integrated steel producer, is entirely 
dependent upon iron and steel scrap as a source of metallics. Accordingly, any 
variation in the price of iron and steel scrap is directly reflected in the manu- 
facturing cost of the company’s product. 

Since January 1, 1955, when this company started business, the price of scrap 
has jumped from $22 per gross ton to its present level of $46 per gross ton, or 
almost 110 percent. hese prices represent the broker’s buying price, f. 0. b. 
shipping point, as quoted for the Boston market in the trade magazine Iron Age. 
This sharp increase in the price of raw material has placed the company in an 
economic squeeze, with the result that the company has sustained sizable losses 
during its short history. 

The inerease in the price of scrap is due in part to the continued high rate of 
operations in the steel industry, but more importantly, to the unprecedented 
volume of scrap exports. The records show that scrap exports have inereased 
from an average of 233,000 tons annually during the period 1946-53 to 1,600,000 
tons in 1954 and over 5 million tons in 1955. 

Northeastern Steel Corp, wishes to make the following recommendations: 

The Department of Commerce should undertake a survey of scrap supply to 
determine the availability of scrap in relation to the country’s needs, both at 
present and projected to the future, in view of announced expansion of melting 
facilities. 

Pending completion of a comprehensive survey by the Department of Com- 
merce, serap exports should be limited to an absolute minimum. 

A long-range program of foreign aid should be developed, which would require 
a minimum of support from the United States, particularly with respect to the - 
supply of iron and steel scrap. 

A thorough investigation should be made to determine the extent to which 
foreign countries use United States scrap to support their trade with Communist 
countries. 

We appreciate very much your interest in helping us with the problem of 
scrap export, and if there is any further information we can supply, we will be 
most happy to do so upon your request. 

ery truly yours, 
D. D. Cooprr, 
Assistant to the President. 
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Cuicago, Itu., May 1, 1956, 
Hon. J. W. Fu.srigst, 


Senate Office Building, Washington, D. C. 


I earnestly solicit your favorable consideration of Senate Bill 3238 to extend the 
Export Control Act, now before the Senate Committee on Banking and Currency. 
I am deeply concerned about the deterioration of our national defense potential 
which is resulting from the high rate of steel scrap exports during 1955 and which 
is extending into 1956. I have requested Mr. Robert Wolcott to send you a copy 
of his statement before the Senate Subcommittee which indicates the views of the 
steel industry. I strongly recommend that your committee report this bill favor- 
ably and that the committee report indicate specifically the committee’s views 
relative to the curtailment of steel scrap exports. 

Your assistance will be deeply appreciated. 

BEN MOREELL, 
Chairman of the Board, Jones & Laughlin Steel Corp. 


Street Founpers’ Society oF AMERICA, 


Cleveland, Ohio, May 2, 1956. 
Hon. J. W. Fu.srient, 


Chairman, International Finance Subcommittee, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 


Dear SenatTOR Futsricut: Enclosed are copies of letters which Mr. F. Ker mit 
Donaldson, executive vice president of Steel Founders’ Society of America, 
forwarded to Assistant Secretary of Commerce H. C. McClellan under dates of 
April 12 and April 20. 

As the information contained in these letters is pertinent to the quality scrap 
situation, we believe that you will find the points made therein of value in your 
deliberations. 

Thank you for your attention to the enclosed. 

Yours very truly, 


Georce K. DREHER. 


ApRIL 12, 1956. 
Mr. H. C. McCuLEe.uan, 


Assistant Secretary of Commerce 
Department of Commerce, Washington 25, D. C. 


Dear SecrETARY McCuEe.uan: I am attaching hereto a copy of the business 
column written by Robert Seltzer of the Cleveland Press. This particular column 
appeared in the issue of April 10, 1956. 

ou will note that at least one scrap dealer now is making the same statements 
which we have been making for the past 24% years. He indicates the argument 
that all which is needed to bring out plentiful supplies of scrap is to raise the 
price, is erroneous. He also indicated that scrap is presently in short supply 
and that the principal reason for this is because scrap has been exported. He 
states it is his opinion that there is not sufficient scrap to permit both export and 
domestic consumption. 

During the past week certain grades of steel foundry scrap have sold as high 
as $72 to $73 per ton, and only limited quantities have been available at these 

rices. 
We believe that this situation is presently as serious as it has ever been to our 
personal knowledge, which encompasses some 40 years in the steel casting business. 

Mr. McCoy advised me by phone that the matter is again under consideration 
by the Department of Commerce, and we would appreciate hearing just as soon 
as possible what action is being taken. 

Yours very truly, 


F, Kermit Dona.pson. 
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[From the Cleveland Press, April 10, 1956] 


BusINESS AND FINANCE—STEEL Scrap Prices Too Higs, Heap or New 
BROKERAGE Says 


By Robert Seltzer 


Prices of iron and steel scrap currently are at an all-time high and the scrap 
brokers and dealers would prefer to see them lower, Louis G. Hehman, veteran 
broker, said today. 

Hehman, 57, big, broad-shouldered, in the scrap business for 40 years, incorpo- 
rated the company bearing his name March 22 and opened offices in the William- 
son Building on April 2. 

“Tron and steel scrap prices are at the top now,” said Hehman. ‘Everybody 
realizes that further increases in price would not bring out more scrap. The scrap 
people would rather prices drop. The peak prices do not benefit them. They 
don’t make any more money. All they do is pay more for scrap. 

“The only beneficiaries of high prices are the producers, such as the railroads 
and industries. And they eventually wind up paying more for steel, for one of 
the contributing factors in steel prices is the price of scrap.” 

Demand for iron and steel scrap is high and the supply limited. Hehman said 
prices in the Cleveland district are $58 for No. 1 heavy melting scrap, $63 for 
foundry grades of steel, and $58 to $59 for foundry cast iron. Phese prices, he 
said, are almost 100 percent higher than a year ago and reflect the continued 
high-level operations of the steel mills. 

Hehman said scrap is being moved out of Pittsburgh to other steel-consuming 
centers, particularly the Youngstown district, where prices as high as $59 for 
No. 1 heavy melting scrap are reported. Prices here are higher than in Pitts- 
burgh, lower than in Youngstown. 

“Steel mills are operating at capacity and demand much scrap because blast 
furnaces are not adequate to supply the needs of the open-hearth operations of 
today,” said Hehman. 

“In addition, foundries are calling for increased supplies of scrap and electric 
furnaces use 100 scrap melt. 

‘“‘Moreover, considerable tonnage of serap still is being exported. This lessens 
the supply available for domestic consumption. The Government has not seen 
fit to reduce scrap exports. Secretary of State Dulles has encouraged exportation 
to help build up the economies of friendly foreign nations. 

“There is not enough scrap iron and steel to supply both domestic and foreign 
needs at the present rate of operations.” 

Hehman siad there is demand for all the steel that can be produced, and some 
signs of inventory buildups by customers. Part of this accumulation is ascribed 
to fears of a steel strike and the forecast that steel prices are headed for one of the 
biggest increases in history, topping the $9-a-ton rise of 1948. They will reflect 
higher wage rates, mounting costs of pig iron, scrap, coal, and other steelmaking 
materials. 

Hehman said warmer weather will stimulate the flow of scrap and automobile 
makers will produce more scrap as they step up production schedules. 

President of Louis G. Hehman Co., the broker was with Luria Steel & Trading 
Corp. here for 10 years, the last 5 as vice president. When Luria Steel closed its 
offices here and in Pittsburgh, Buffalo, and Detroit to concentrate in the East, 
Hehman took with him all the accounts he handled personally. 

Prior to his affiliation with Luria Steel, Hehman for 10 years was treasurer of 
the Philip W. Frieder Co., acquired by Luria in 1945. He started in the business 
when 17 with David J. Joseph Co., Youngstown, and was with that firm 20 years. 

His son, Louis P., 27, is company vice president. 


Stee, Founpers’ Society or AMERICA, 


Cleveland, Ohio, April 20, 1956. 
Mr. H. C. McCrie.ian, 


Assistant Secretary of Commerce 
Department of Commerce, Washington 26, D.C. 

Dear Secretary McCievian: Thank you for your letter of April 12 which 
was forwarded to me on the west coast. 

The general situation so far as scrap supply is concerned seems to be worsening, 
and I am advised that in the Midwest area prices for electric furnace scrap have 
now reached $72 to $73 per ton and that dealers are refusing to accept commit- 
ments for future delivery at any price. 
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Jhave been in attendance at a meeting of the steel foundries here on the west 
coast and find that while there is an adequate supply situation in the Los Angeles 
area, in the bay area, and in the Northwest the situation is rapidly deteriorat- 
ing—with prices going up, the supply going down, and the quality degenerating. 
In both the bay area and Pacific Northwest, dealers will not accept orders at 
current prices. 7 

I am also advised that in order to make up the tonnages for shipment to Japan, 
prime grades of scrap are downgraded to No. 1 heavy melting. For example, I 
was told that 500 tons of prime scrap from the Bremerton Navy Yard were pur- 
chased and shipped as No. 1 heavy melting in order to fill out the cargo. his 
points up a fact which seems to be becoming more and more evident—that the 
records of shipments which presumably indicate that nothing better than No. 1 
heavy melting is being shipped out, are entirely in error. I, personally, have 
visited the docks in the East and in New Orleans and have seen heavy plate scrap 
being loaded, yet the records which are reported to the Department of Commerce 
indicate that only No. 1 heavy melting and lower grades are being shipped out. 
It would seem that at least some closer method of checking is indicated to keep 
these good grades of scrap in this country. 

Frankly, many of our people are becoming desperate with the situation which 
is facing them. 

I note from your letter that you have made investigations and you say that the 
current reports in the trade press indicate that there are adequate supplies of most 
grades of ferrous serap. I do not know where these reports are published because 
all of the evidence that we get from the American Metal Market, Iron Age, and 
Steel magazines would seem to indicate the contrary. 

We also note from your letter that reports from the scrap industry do not 
confirm the shortages in the quality grades. -With all respect, I would like to 
suggest that the scrap industry would naturally make this sort of a report and that 
the proper people to approach with regard to this would be the consumers. 

The members of the steel foundry industry are in complete agreement with 
the report which has been issued by the House Committee on Banking and 
Currency, and which resulted from the hearings that were held by that committee 
with reference to the continuation of the Export Control Act. We recognize that 
it is not possible to completely eut off the shipments of serap to Europe and 
Japan, but we are maintaining our position that something must be done to keep 
the quality grades of scrap in this country, 

We are in complete agreement that a survey should be made of the available 
scrap supply. As you probably know, the writer has been appointed a member of 
the task force to survey this situation, but we feel that the time which will be neces- 
sary to make such a survey will be so extended that we cannot afford to wait for 
its termination to establish a policy with reference to exports. 

The writer expeets to be in Washington after his return from this trip, which 
will be about May 3, and would appreciate an opportunity to sit down with you 
and talk over this entire situation. 

Yours very truly, 
F. Kermit DoNnaA.pson, 
Executive Vice President. 


[From the Office of the Secretary, United States Department of Commerce] 


Export Controits Smpiirrep FoR Evrorrean Soviet Bioc 


Secretary of Commerce Sinclair Weeks today simplified certain export controls 
by establishing a new general license order under which shipment from a select 
roster of peaceful goods can be made to the U. 8. 8. R. and its European satellites 
without requiring the filing of export license applications. 

The Secretary’s action came in the form of an initial listing, by the Department’s 
Bureau of Foreign Commerce, of some 700 nonstrategic items in over 57 com- 
modity categories which United States exporters may now ship under general 
license (GLSA) to the European Soviet bloc. 

All of the goods included on the new roster are of the type that would be ap- 
proved for export under existing licensing policy. The new general license pro- 
cedure in no way reflects a change in the policy of banning strategic goods to the 
Soviet bloc. The main pu se is to reduce the paper burden on the American 
export community and the Government, by eliminating the previous requirement 


of separate forms for each shipment, and thereby to facilitate in peaceful 
commerce. 
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“Today’s simplification in licensing procedures in respect to the European 
Soviet bloc,’’ Secretary Weeks said, “is designed to carry out the Government’s 
objective, first announced by President Eisenhower at Geneva last July ‘to create 
conditions which will encourage nations to increase the exchange of peaceful 
goods throughout the world.’ 

“This objective subsequently was advanced at the Foreign Ministers’ Con- 
ference in Geneva last ber when Secret. of State John Foster Dulles 
indicated the intention of the United States Government to simplify export 
control procedures on shipments of peaceful goods to the Soviet bloc. 

“The new ement,” Secretary Weeks added, “will broaden opportunities 
for increased trade by providing United States exporters with a roster of peaceful 
goods which will not require the granting by the Commerce Department of 
individual, specifie licenses for shipment to the Soviet bloc. 

“It should be noted that our ban on strategic exports continues and that 
United States-origin commodities not on the new general license roster will 
continue to require individual licenses for shipment to the U. S. S. R. or its 
satellites, and may not be reexported to Communist-controlled areas without 
clearance from the Bureau of Foreign Commerce. 

“Also, the total embargo against all shipments to Communist China and North 
Korea remains unchanged. All shipments to the Communist-controlled areas 
of Vietnam and Laos, as well as the maritime provinces of the U. 8. 8. R., con- 
tinue to require individual export licenses.” 

BFC officials emphasized that enforcement measures to prevent illegal ship- 
ments to the Soviet bloc are in no way modified by today’s action. 

Included in the new general license (GLSA) list are selected items in the fol- 
lowing categories: beverages, rubber products, drugs and pharmaceuticals, fibers 
wood, paper products, glass, clay products, cutlery, hardware, cork, electrical 
household appliances, commercial refrigerating equipment, office machines, dyes, 
leather, hides and skins, pigments, paints, chemical specialties, soil improvement 
compounds, soap and toiletries, photographic equipment, plumbing fixtures, 
optical goods, musical instruments, toys, dental equipment, jewelry, lamps, 
sponges, notions, beauty and barber supplies, and shoe findings. 

Under today’s announcement, published in detail in BFC’s Current Export 
Bulletin No. 763, the listed items may be shipped under general license GLSA 
to the following destinations: Albania, Bulgaria, Czechoslovakia, East Germany, 
Estonia, Hungary, Latvia, Lithuania, Outer Mongolia, Poland, and Danzig, 
Rumania, and the Union of Soviet ialist Republics, except the maritime 
provinees (Far Eastern seaports) of the U. 8. 8. R. 

A substantial increase in the volume of licensing to the Soviet bloc took place 
in the first quarter of 1956, according to statistics prepared for inclusion in a 
forthcoming report by Secretary Weeks on export control operations. ‘Licenses 
granted by the Department for Soviet bloc destinations totaled $8,788,543 in 
the first quarter of 1956, compared with $1,624,856 in the fourth quarter of 1955, 
and $4,968, 322 in the initial quarter of ; 

The bulk of first quarter 1956 licensing to the bloc consisted of agricultural 
oa and equipment, which together accounted for $7,294,844 of the total 
icensed, 

Actual shipments, however, have not as yet reflected the increase in licensing. 
United States exports to the European Soviet bloc totaled $1,151,000 in the fourth 
— of 1955, compared with $1,051,000 shipped during the third quarter of 

55. 

For the year 1955, United States exports to the bloc were valued at $7,248,000 
as compared with $6,120,000 for 1954, and $1,776,000 for 1953. The 1955 and 
1954 totals included $4,743,000 of food grains, anenenene drugs shipped to 
Hungary, Czechoslovakia, and East Germany under the President’s flood relief 
program for the Danube in. ' 

In 1947 and 1948, United States exports to the bloc were valued, respectively, 
at $339,857,000 and $123,241,000. 


76805—56——10 





134 EXTENSION OF EXPORT CONTROL ACT OF 1949 


Current Export Buuiuetin, No. 763, Aprit 26, 1956 


SUPPLEMENT TO THE COMPREHENSIVE EXPORT SCHEDULE 


U. 8. Department of Commerce, —— e Foreign Commerce, Washington 25, 


Current Export Bulletins, issued by the Bureau of Foreign Commerce, Department of Commerce, for 
the guidance of all concerned with export regulations and interpretations, are supplements to the Com- 
prehensive Export Schedule, dated March 30, 1956. Subscriptions may be placed with the Superintendent 
of Documents, U, 8. Government Printing Office, Washington 25, D. C., or with any field office of the 
pepertneat of Commerce, The rate for the Comprehensive Export Schedule and all Current Export 
Bulletins issued for 1 year ending March 31, 1957, is $6.00 to a domestic address, $7.50 to a foreign address. 
A ial air mail service is available for Current Export Bulletins (domestic addresses only). The 
of this service is $4.00, in addition to the subscription rate of $6.00. All orders for this service should indicate 
that the remittance is for this purpose. 


Individual copies of Bulletins may be purchased for 10 cents from the field offices and from the Lobby 
Sales Desk, Department of Commerce Building, Washington, D.C. Mail orders should be forwarded to 
the Department of Commerce, Office of Administrative Operations, Sales and Distribution Branch, Wash- 
ington 25, D. C., and remittance should be made in cash, money order, or coupons issued by the Superin- 
tendent of Documents, Government Printing Office. 


Subjects 


. Establishment of General License GLSA: Shipments of Certain Com- 
modities to Specified Subgroup A Destinations. (§ 371.24) 

. Revision of Restrictions on Shipments to Hong Kong, Macao, and Subgroup 
A Destinations. (§§ 370.6, 370.7, 371.4, 371.9, 372.12) 

. Licensing Provisions for Certain Aluminum Commodities—Second Quarter 
of 1956. (§ 373.41 (d)) 

. Special Provisions for Selenium-bearing Scrap Materials: (§ 373.41 (f)) 

. Licensing Provisions for Certain Nickel and Copper Commodities—Second 
Quarter of 1956. (§ 373.41 (b) and (c)) 

. Establishment of Time Schedules for Submission of License Applications 
& ged Certain Aluminum and Copper Commodities—Second Quarter 
of 1956. 

. Establishment of Time Schedules for Submission of License Applications 
to Export Certain Selenium Commodities—Third Quarter of 1956. 

. Establishment of Export Quotas for Certain Aluminum, Copper, Selenium, 
and: Nickel Commodities—Second Quarter of 1956. 

IX. Revisions in the Positive List. (§.399.1) 


I. EsTABLISHMENT OF GENERAL License GLSA; Saipments or CerTarn Com- 
MODITIES TO SpEciFIED SusGRouP A DESTINATIONS 


Purpose and effect 


In accordance with the United States Government objective of removing re- 
strictions on the exchange of ful goods throughout the world, the Bureau 
of Foreign Commerce has established a new General License GLSA, authorizing 
the exportation without a validated license of certain commodities listed in the 
regulations (See § 371.24) to the following Subgroup A countries: 


Albania, Bulgaria, Czechoslovakia, East. Germany (Soviet Zone of Germany 
and the Soviet Sector of Berlin) nia, Hungary, Latvia, Lithuania, Outer 
Mongolia, Poland and Danzig, Rumania, and the Union of Soviet, Socialist 
sepa -except the maritime province of the Union of Soviet Socialist 
Republics. 


General License GLSA does not apply to Communist China, North Korea, the 
Communist-controlled area of Viet tem, the Communist-controlled area of Laos, 
or the maritime province of the Union of Soviet Socialist Republics, In addition, 
shipments are not permitted to move intransit via these prohibited destinations 
or areas. 

Exportations of commodities not included under General License GLSA continue 
to require a validated license. Furthermore exporters should note that all com- 
modities intended for Communist China, North Korea, the Communist-controlled 
area of Viet Nam, the Communist-controlled area of Laos, or the maritime province 
- the Union of Soviet Socialist Republics also continue to require a validated 

cense. 

Only those items on the GLSA list of commodities shown opposite the specific 
Schedule B number may be exported under General License GLSA. The un- 
numbered captions serve only to identify the broad categories of commodities 
within which the numbered items are to be found in Schedule B. 
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Effective date of action: April 26, 1956. 
Accordingly, Part 371 of the Comprehensive Export Schedule is amended by 
the addition of a new § 371.24. (See filing instructions at end of Bulletin.) 


§ 371.24. General License GLSA: Shipments of Certain Commodities to Specified 
Subgroup A Destinations 

A general license designated GLSA is hereby established authorizing the 
exportation of the commodities listed below to the following destinations: Al- 
bania, Bulgaria, Czechoslovakia, East Germany (Soviet Zone of Germany and 
the Soviet Sector of Berlin), Estonia, Hungary, Latvia, Lithuania, Outer Mon- 
golia, Poland and Danzig, Rumania, and the Union of Soviet Socialist Republics 
except the maritime province of the Union of Soviet Socialist Republics.! 

Commodity 
Animals, edible 
Meat and meat 
Animal oil and fats, edible 
Fish and fish products 
Other edible animal products 
Hides and skins, raw, except furs: 

Sheep skins, dry and wet 023002023004 

Lamb skins, dry and wet 023006—-023008 

Other hides and skins, raw, except cattle, calf and kip skins._...... 025098 

030050-035900 
Leather manufactures (except military footwear) (99930) 060000—06 
Furs and manufactures 
Animal and fish oils and greases, inedible: 

Oleic acid, or red oil 

Inedible animal greases and fats, n. e. ¢ 
Other inedible animals and animal products, except sorted, bunched, or 

prepared bristles (093500) 090000-099950 
Nuts and preparations, except peanuts shelled and not shelled (137510—- 

137550) 137400-137995 
Cocoa, coffee, tea, and substitutes 150100—151390 
Spices 154901-154998 
Sugar and related products: 

Glucose, liquid, except pharmaceutical 

Sirup for table use, and edible molasses 

Candy 

Chewing gum ; 

Baby foods, confections and desserts 163600-163700 
Beverages and related products 170100—178000 
Rubber (natural, allied gums, and synthetics) and manufactures: 

Rubber and rubberized piece goods, fabrics and sheeting, n. e. c., 

except made of or employing synthetic rubber 

Rubber boots and shoes, and canvas shoes with rubber soles__ 203300—203400 

Druggists’ rubber sundries, the following only: atomizer bulbs; bath 

" sponges; bath. sprays; breast pumps; nipple shields; nursers; 

nursing bottle nipples; nursing bottle teats; pacifiers, sponges 
and teething rings 204100 

Clothing of rubber or rubberized cloth, the following only: aprons; 

bathing caps; bathing shoes; bathing slippers; bathing suits; ban- 
deaux, ladies; brassieres; bust supporters; capes; corsets; dress 
shields ; girdles; household aprons; infants’ aprons, and bibs; 
infants’ bloomers, diapers, and pants; reducers; reducing cloth-. 
ing; and sanitary belts 

Rubber toys, balls, and novelty balloons, except dolls, golf and 

tennis balls (report dolls in 940000; golf balls in 943300, and 
tennis balls in 943400) 

Hard rubber goods, not specially fabricated for particular machines 

or equipment, except electrical hard rubber goods 

Solid tires, except truck and industrial 

Rubber tiling and flooring 

Rubber mats and matting 


‘Shipments under General License GLSA are not permitted to move in transit via any Subgroup A 
destination other than those listed in. § 371.24 above. 
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Commodity - Schedule B. No. 
Rubber—Continued 
Natural and synthetic rubber manufactures, n. e. c., not specially 
fabricated for particular machines or equipment, the following 
only: artgum erasers; basin plugs; bath plugs; beach bags; buffers; 
bumpers; eaps for millinery racks; chair tips; closet tank balls; 
concave cushions; cord undershoes, rubber-impregnated; crutch 
tips; cushions; door bumpers; door weather-strip; doorstops; ear 
pads; easies (cord undershoes, rubber-impregnated) ; elastic bands, 
stationers’; erasers, including pencil plugs; eye guards; eyelets; 
grips; gum erasers, of vegetable oils; hand pads; hand stamps; 
handle grips; hat bags (for hat manufacturing) ; hoof pads; horse- 
shoe pads; mallets; masks and false faces, except novelty; mat 
patches; mauls; mud shields; nose clips; paste rollers; penell plugs; 
plungers; rubber bands; safety gripper attachments; shoulder 
pads; shower curtains; sink plugs; skate strap pads (rubber chief 
value); soap dishes; soap erasers; table tops; tank balls; top lifts 
for heels; typewriter erasers; weatherstrip; and window weather- 
ED. 6. ono ein sane sds anne bees ene det Leese se Reoee ses 
Drugs, herbs, leaves, and roots, crude: 
Cascara bark 
Other crude drugs, herbs, leaves and roots, except cinchona bark, 
pyrethrum (insect flowers), and rotenone-bearing roots 
Vegetable oils, fats, and waxes, crude: 
Peppermint, spearmint and other mint oils, natural 
Citrus oils, natural 
Cassia oil, and aniseed oil 
Vegetable waxes, crude 
Nursery and floral stock 
Vegetable fibers and manufactures: 
Hemp, unmanufactured 
Other unmanufactured vegetable fibers, except jute, manila or abaca, 
sisal or henequen 
Handkerchiefs, linen 
Vegetable fiber manufactures, n.e.c. (including straw or grass manu- 
factures, and articles of mixed fibers, vegetable fibers chief weight) 
(excludes cordage, cord twine, yarns, and other manufactures of 
jute, flax, and ramie) 
Hal? ond manutactures; RiOiGi sss bade cstcbccvessssstbcseesie 369070—369900 
Silk and manufactures, except parachute cloth (372005) 
Man-made (synthetic) fibers and manufactures: 
Rags and clips of rayon or other man-made (synthetic) fibers, and 
used civilian clothing, including hosiery 384 
Broad woven goods, wholly or chiefly of man-made (synthetic) 
fibers by weight, except parachute cloth 384 
Knit fabric in the piece 
Ribbons and other narrow woven fabrics, except nylon webbing; 
fringes, trimmings and braids; wearing apparel; and house 
furnishings 384996-—385890 
Man-made (synthetic) fiber manufactures, n.e.c., except nylon 
fishing line, unfinished; nylon twine; and nylon rope 
Miscellaneous textile products: 
ae felt base covering, and oilcloth for floor, shelf, table, and 
wal 
Window-shade cloth (all types) 391300 
391410—-391420 
Coated or impregnated fabrics, except those treated with or con- 
taining polytetrafluoroethylene (e.g., Teflon) or monochlorotri- 
fluoroethylene 391500—391790 
Textile manufactures, n.e.¢_. -. 2. 2 le il 391800-3 
Wood, unmanufactured, except Port Orford cedar (401700) 400100—403' 
Sawmill products, except Port Orford cedar (405720). ____.._.. 405111—415920 





EXTENSION OF EXPORT CONTROL ACT OF 1949 137 


Commodity 

Wood manufactures: 
Wood containers and shooks, cooperage and cooperage stock. 416000—420990 
Ree er eaiiel SSE 2. Spr rial aimee Senet Cen _. 421601—421609 
Softwood plywood, interior type 421740 
Shingles 422500 
Millwork 422620—423990 
Wood pipe, conduit, vats, tanks, and wood components for cooling 


Schedule B. No. 


Furniture and specially fabricated parts, n. e. c., chief value rattan, 
reed, cane, willow, grass, fiber, wood, or upholstery and 
‘ood : 424300—424600 
427000 
Handles (including pulls, knobs, helves, hafts, grips and backs) __ war eaeeee 
Pencil slats 
Used or salvaged building and construction materials of wood, 
except fuel wood 
Woodenware 
. z 430000—430800 
Paper base stocks, except pulp... .--....-..-.---..---.---- . 469803—469998 
Paper, related products and manufactures: 
Paper, except building paper: 
Groundwood paper, printing and converting 480300—480400 
Book paper, printing and converting i 480600—480700 
Fine paper: 
Jriting paper 
Bristols 
Cigarette paper on bobbins or in sheets 
Cover paper : 
Coarse paper 481650-482200 


Tissue paper é 482950—483000 
Absorbent paper and products, n. e. ¢ 483100 


Paperboard and building pap 483300—484750 
Flexible wood and vegetable fiber thermal insulation._._........... 484900 
Art corners, albums and paper tags only 

Coal. and related fuels, except ooks” (500400) and charcoal 


500100—500300 
Stone, hydraulic cement and lime: 
Building and monumental stone, and manufactures ---- -_- . Sue cha aes 
Standard Portland coment. - .~ 2. ne en noe eet 516 
renee and cement manufactures 


Glass’ pose) roducts: 
Flat g 
Plate glass, and sheet and window glass, except colored and 
laminated 521210-521510 
Flat glass and products, n. e. c., except laminated glass and 


manufactures 521800-523098 
Glass bricks and blocks 523150 


Unfilled containers, new and used 523210-523600 
Table and kitchen glassware 523710-524018 
Lamp chimneys, lantern globes, and globes and shades for lighting 


fixtures 25500-526 100 
Clay and products: 


Ponate: except fire clay 530907-530912 


Table and kitchen articles and utensils for use in cooking, pre- 
paring, serving and storing food and drink 532010-532050 
Sanitary articles 
Other pottery, except chemical and industrial 538300 
Structural lay products (except pottery and refractories)... 536900-537600 
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Commodity 
Other nonmetallic minerals (precious included): 
Abrasives: 
Grindstones and pulpstones, natural 
Pulpstones of manufactured abrasives 
Asphalt tiles 
Manufactures of natural asphalt and bitumen 547100 
Gypsum and manufactures 548350-548700 
Rock wool and other semirigid and ‘‘Fill” mineral insulating 
materials, n. e. c., except glass fiber and glass fiber products. 549010 
Salt, crude and refined 


596033 
Stone, crushed, ground, or broken 596035-596037 
Other non-metallic mineral products, the following only: agate arti- 
cles, except jewelry; agates; blast furnace slag; carbon clinkers; 
cinders; crude chalk, except precipitated; crude vermiculite; 
dantore plaster aggregate; feldspar; restone; fluxing stone; glaz- 
ing stones; ground coal (sea coal); lava, unmanufactured ; meer- 
schaum, imitation and natural, ‘unmanufactured; obsidianite; 
sea coal; slag, except basic; stucco; and volcanic ash and earth. 596098 
Precious, semiprecious, synthetic, and imitation stones, except 
genuine and synthetic diamonds, jewel bearings, rubies, sapphires, 
and diamond bearings 
Metal manufactures: 
Cutlery and parts (other than table flatware) except machine knives 
and blades (611820) 611200-611890 
Table flatware and specially fabricated parts, n. e. c.: 
Silver plated 
Metals, except precious 611940-611950 
Hollow ware n. e. ¢., solid or plated, and saniiaihy fabricated parts, 
Nn. e. ¢.: 
Metals, — precious 611990 
Cooking and kitchen utensils, and specially fabricated parts 
612010-612355 
Kitchen apppenene and tools, hand-operated, and specially 
fabricated parts, n. e. ¢ 


Tinware and other sheet metal ware, n. e. c. (including galvanized), 
and specially fabricated parts, n. e. c 
Metal partitions, shelving, lockers, cabinets, counters, and other 
fixtures, n. e. ¢., and specially fabricated parts, n. e. c_... 612910-613010 
Metal office equipment 613110—-613590 
Metal household furniture, and specially fabricated parts, n. e. c_- ae 
613 
Domestic cooking stoves and ranges 614310-614340 
Furniture hardware, and specially fabricated parts, n. e. c__-_._ 618410— 


618460 
Hardware, n. e. ¢., all metals, except copper-base alloys 
(618830) 61 18840 
es plumbing fixtures, and fittings, and specially fabricated 
618851-618859 
Wire products, n. @. ¢.: 
icture cord only, iron and steel, except stainless steel 
Picture cord only, iron and steel, except stainless steel 
Other wire products, n. e. c., not specially fabricated for par- 
ticular machines and uipment, the following only: 
fasteners for paper milk ttle caps; gratin th wire 
center, steel; needleboard pressboards; wire baskets, includ- 
ing wire locker baskets with hanger ide attachment assem- 
bly; wire insulators for conveyor belting; wire inserts for 
upholstery webbing; wire nets, finished; wire rope clamps; 
and helically coiled wire inserts. 619069 
Metal signs, except electric 61986 1-619865 
Silver-plated manufactures, n. e. ¢ 695910 
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Commodity Schedule B. No. 
Electrical machinery and apparatus: 

Electric household type refrigerators 705715 
Electric free air circulating fans 706100 
Electric household laundry equipment 706812—706820 
Electric household motor-driven appliances, n. e. ¢., except freezers, 

705725, and specially fabricated parts, n. e: ¢ 7069 10—707050 
Electric flatirons 707100 
Electric household cooking and heating appliances and utensils, 


n. e. ¢., and specially fabricated parts, n. e. ¢ 707200—707380 
Electric commercial cooking and food service equipment, n. e. ¢., 

and specially fabricated parts, n. e. ¢ 707395 
Parts, n. e. ¢., specially fabricated for electric free air circulating 


709998 
Construction, excavating, mining, and related machinery: 
Water sprinkler tanks 722045 
Overhead hoists (pendant type) 723110 
Other Industrial Machines and parts: 
Air-conditioning and refrigerating equipment, n. e. c., and parts, 
Nn. @; C3: 
Ice-making machines, n. e. ¢., and specially fabricated parts 
and accessories, n. €. ¢ 765050 
Self-contained commercial type refrigerators and freezers, 
n. e. ¢., except blood, bone, and tissue bank freezers, and 
deepfreeze storage cabinets 765610 
Commercial type refrigerators and freezers (other than self- 
contained), n. e. c., except refrigerating systems for trucks and 
railway cars and walk-in coolers 765910 
Parts, n. e. ¢., specially fabricated for replacement only in air- 
conditioning and refrigeration equipment specified on this 
list under Schedule B Nos. 765050, 765610 and 765910___.. 766050 
Pumping equipment, n, e. c.: 
and pumps, n. e. c., and windmill pumps 770960 
Self-contained household water systems (with or without 
tanks) 770970 
Service station pumps only 770975 
Commercial laundry and dry cleaning equipment (including 
power-driven machines) and parts 773810—773850 
Seales and balances, except industrial and commercial, and 
specially fabricated parts, except lead scale weights._. 774340—-774370 
Office machines, and parts: 
Cash registers, and specially fabricated parts 776400-—776700 
Typewriters, standard and portable, new, used and rebuilt_. 777000—-777420 
Parts and accessories, n. e. c., specially fabricated for typewriters..... 777500 
Staplers, for office use 777710 
Check-handling machines, and specially fabricated parts, n.e.c._.. 777925 
Office machines, n. e. c., and specially fabricated parts, n. e. ¢ 
Other vehicles and parts: 
Bicycles, and specially fabricated parts and accessories, n. e.c. 7971008797105 
Farm wagons, drays, and trailers except logging wagons 797130 
Vehicles, n. e, ¢.,-and specially fabrica parts, n. e. ¢., except 
logging wagons, motor scooters, sno-cats, and sno-cat trailers... 799996 
Coal-tar vrodevte; 
Coal-tar dyes and stains, n. e. c., the following only, in packages of 2 
ounces or less: dye tablets; easter egg colors, except of vegetable 
origin; food coloring, except of vegetable origin; hair tints and 
dyes; and household tints and dyes 
Medicinal and pharmaceutical preparations: 
Castor oil, medicinal grade, in 16 oz. containers or less 
Mouth washes, 
aa and foot remedi 


Laxatives, purgatives and cathartics 
Milk of magnesia 
Antacids and digestive preparations 
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Commodity Schedule B. No 
Chemical specialties: 
Baking powder 
Textile specialty compounds, the following only: textile oil; and 
yarn conditioning liquids 
Regenerated cellulose, including printed (except rayon), in rolls, 


Cementing preparations for repairing, sealing, and adhesive use, 
the following only: automobile top sealer; concrete floor patch; 
floor cement; linoleum cement, except rubber; linoleum paste, 
except rubber; roofing cement; and running board cement 
Polishes: 
Metal and stove polishes 829000 
Shoe polishes an 829100 
Leather dressings, the following only: auto top dressing; belt 
dressing; and shoe dressing 829200 
Floor wax, wood and furniture polishes 829300 
Automobile polishes 829400 
Synthetic essential oils 829510 
Aromatic chemicals of synthetic origin 829530 
Aromatic compounds containing natural and/or synthetic essential 
oils and/or aromatic chemicals of natural and synthetic origin for 
perfumery use 
Flavors and flavoring extracts, natural and synthetic 
Pectin and preparations 
Licorice extract and mass 
Chemical specialty compounds, n, e. ¢., the following only: brewers’ 
finings; chemical compounds, for manufacturing ice cream; chill 
pos ng compounds; clarifier for beer or ale; clarifying powder, 
or wines; denatured alcohol, solidified; hat finishing powder; ink 
eradicators; laundry sour; lipstick bases; lipstick waxes; marble 
polish; meat curing compound; platinum plating solutions; resin 
size; shaving cream base, concentrated; silk-stocking savers, in 
tablet form; silver and platinum liquids for decorating china and 
glass; and yeast food (dough conditioner) 829990 
Industrial chemicals (exclusive of medicinal chemicals, USP and NF): 
Cream of tarter (synthetic ineluded) 835900 
Sodium bicarbonate or baking soda 836700 
Hydrogen peroxide or dioxide, 5% solution or less 839730 
Pigments, paints and varnishes: 
Iron oxide pigments, dry, synthetic and natural (mineral earth 
pigments) 840100 
. Extender nents dry, the following only: barytes, ground; cal- 
cium sulfate; and eypsum, ground 840500 
Bituminous coatings, liquid and plastic 843000 
Artists’ colors 843110 
Paste and semipaste paint colors in oil, putty and paste wood fillers, 
n. e. c., except antifouling types (including all those containing 
e@uprous oxide), and those containing polytetrafluoroethylene 
(e. g. Teflon), polytrifluorochloroethylene and silicones 
Water thinned paints (all types) 
Lacquers, aluminum, silver, gold and pearl 
Ready-mixed paints, stains, and enamels, except fluorescent ready- 
mixed paints, stains, and enamels; and except antifouling types 
(including all those containing cuprous oxide), and those contain- 
ing palace anneaneees e. g., Teflon), polytrifiuorochloro- 
ethylene and silicones 
Varnishes (oil or spirit), natural or synthetic n. e. c., except anti- 
fouling types (including all those containing cuprous oxide), 
and those containing polytetrafluoroethylene (e. g., Teflon), 
polytrifiuorochloroethylene and silicones 
Soil improvement materi 


Soap and toilet preparations 871100-877000 
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Commodity Schedule B. No. 
Photographic and projection goods: 
Cameras, motion picture, substandard gauge, 8 mm 
Projectors, motion picture, silent, substandard gauge, 8 mm 
Dry plates 
Photographic and projection goods, n. e. c., and specially fabricated 
parts n. e. c., the following only: albums; analyzers; backgrounds, 
photographic; cable release; carrying cases, for cameras and 
similar outfits; Cesco trays; Craig Fotofade sets; cutting boards; 
developing, printing, fixing, or washing tanks, trays, and machines; 
developing tongs; dies and punches; dry mounting presses; em- 
rs and embossing equipment; flash synchronizers; flashing 
eee: hangers; Illustravox Salesmaker parts; lamp holders; 
ntern slides; Luxometers ; magic lantern parts; Mutoscope parts; 
photobaths, glass; photo blotters; photo seales (enlarger parts) ; 
photographic mounts; print rollers; printing frames and masks; 
screens; shading machines; slide film prints (silent films only) ; 
squeegees ; sun shades; timers; and top sheet film craftint 
Scientific and professional instruments, apparatus and supplies, n.e.c.: 
Sun glasses, sun goggles, opthalmic spectacles, spectacles opthalmic 
opthalmic lenses, and specially fabricated parts, n.e.c__-- 914200-914380 
Optical goods n.e.c., and specially fabricated parts, n.e.c., the 
following only: binocular cases; binocular loupes; cases for opera 
glasses; folding magnifiers; linen testers, optical; magnifying 
glasses; monoculars; reading glasses; spectacle cases of all mate- 
rials; stereoscope; and View-Masters 914998 
Teeth, dentures, and bridges 915200 
Dental office and laborator uipment n.e.c., and specially fabri- 
cated parts, n.e.c., the following only: bench equipment; bracket 
tables; cabinets; casting machines; chairs; compound heaters; 
control panels; cuspidors, and cuspidor bowls; denture trimmers; 
grinders; investment mixers; investment scales; laboratory spat- 
ulas; lights and light adapters; mats; presses; processing equip- 
ment; sand blasters; surveyors; syringes; tampers; tongs; units; 
vibrators; waste receivers; water heaters 915550 
Musical instruments, parts, and accessories, except electric and 
electronic organs (923100), and phonographs and parts (923500— 
923900) _. 921100-929700 
Miscellaneous office supplies, except fountain pen parts containing 
iridium or ruthenium and balls for ball-type pens 9303 10—930990 
Toys, athletic and sporting goods 
Miscellaneous commodities, n.e.c.: 
1-day alarm clocks 
Watches, watch movements, and specially fabricated parts, 
WO Melis: Sealed eli si teu cued Ja 958000—958950 
Paintings, etchings, engravings, statuary and antiques (Report 
religious under 983500) 961000 
Jewelry and other personal ornaments, all materials, except solid 
gold, platinum and platinum allied metals 962100-962900 
Jewelry findings, and specially fabricated parts, n.e.c__......_---- 963500 
Bottle and container closures (including secondary closures, and crown 
cessories, and specially fabricated parts, n.e.c____ ~~~ 968005—968009 
ts 971100-97 1300 
Lamps and illuminating devices, and parts, except incandescent mantles 
and electric lamps 979200—979900 
Matches 
Plastic kitchen and tableware 
Manufactured plastic products, n.e.c., not snoeleny fabricated for par- 
ticular machines or equipment, except all manufactures of polytetra- 
fluoroethylene (e.g., Teflon) and polytrifluorochloroethylene, the 
following only: cigar ribbons; containers for household use (soap dish 
etc.) ; display equipment (forms, boxes, stands, frames) ; draperies an 
curtains (not firm, woven); garment bags (not requiring cutting or 
further manufacture for use); handmirrors; manicure sets; mats; table 
cloths (cut to size) ; trimmings for handbags; venetian blinds, including 
slats and tapes; baby pants, aprons, bibs, or other indoor type wearing 
apparel (exclu raincoats) 981590 
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Commodity 
Synthetic sponges 
atural sponges, animal 982120 


Brushes 982200—982691 
982695 

Combs, except wholly of rubber 982700 

Smokers’ articles, n.e.c., and specially fabricated parts, n.e.c__. 982800—982900 

Umbrellas and parasols, and specially fabricated parts, n.e.c__._ 983100-983150 

Candles, except pyrotechnic 983200 

Religious articles, n.e.c., and specially fabricated parts, n.e.c_________- 983500 

Beads enG beat BU, BAB ne wctin-sescankencocusnnsbastetnetenn 984005 

Snap fasteners 

Zippers (including slide fasteners), and specially fabricated parts, n.e.c__ 

Notions, novelties, specialties, and specially fabricated parts, n.e.c____ 

Ice refrigerators, household and commercial t 

Soda fountain and bar equipment, and specially fabricated parts, n.e.c__ 984600 

Barber and beauty shop equipment, n.e.c., and specially fabricated parts, 

SSN... hin Sianin dttcevepedde eiariaiiaenente tnadintinea shane naitmeeecneematioass coe ahaketneasies eines 984700 
Gino Foe rl Nattimene enters ods neienerneeeaniemereco- ana akae te 985300 
Coin-operiees macnhings, MO8.... ke elena ae 987100—987200 
General merchandise valued at less than $25: only those commodities 

which are exportable in quantities valued at $25 or over under their 

own individual Schedule B numbers within the provisions of this 

General License 999910 


(The following were received for the record:) 


Unitep States SENATE, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 
May 17, 1956. 
Hon. J. W. Fuuericat 
Chairman, Senate Committee on Banking and Currency, 
Washington 25, D. C. 

Dear Mr. Cuarrman: I have read the letter of Secretary Weeks dated April 
27, 1956, pertaining to my proposed amendment to 8. 3238 calling for the full 
cooperation of the executive agencies in the future to furnish information and 
documentation to Congress. 

I must take issue with the Secretary’s letter on the following points: 

The Secretary contends that working papers and other materials prepared by 
subordinates should not be made available to Congress. If this course is followed 
it would result in the suppression of information and it would serve to conceal all 
mismanagement, fraud, misconduct, and inefficiency in any executive department. 

The Secretary is completely misinformed when he states that such information 
can be suppressed because of a well-settled principle of a confidential relation- 
ship between the superior and subordinate. There is no legal Dey for this 
so-called well-settled principle. It is merely executive say so and I wish to 
call your attention to the very recent committee print on the right of Congress 
to obtain information from the executive or other agencies of the Govern- 
ment, issued by the House Committee on Government Operations on May 3, 
1956. In its excellent study it set forth the following conclusion: 

“1. Refusals by the President and heads of departments to furnish information 
to the Congress are not constitutional law. They represent a mere naked claim 
of privilege. The judiciary has never specifically ruled on the direct problem 
oo in a refusal by Federal agencies to furnish information to the Congress” 

. 25). 

Agila in its conclusion No. 5, it sets forth: 

“5. There is no inherent right on the root of heads of departments or other 
Federal agencies to withhold information from the Congress any more than they 
have a right to withhold information from the judiciary * * *” (p. 26). 

I find it difficult to reconcile the Secretary’s statement that he recognizes the 
right of Congress ‘‘to information about the administration of any law in the 
operations of Government activities needed for the exercise of legislative func- 
tions,’’ and the refusal of the Secretary of Commerce, Secretary of State, Secretary 
of Defense, and the Administrator of the International Cooperation Administra - 
tion to furnish pertinent material (Joint Operating Committee minutes and 
documents) relating to the dangerous decontrol of strategic materials under which 
we gave our allies the green light to ship such materials as machine tools, electronic 
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equipment, scarce and highly strategic copper, and a host of other strategic 
materials to the Communist nations. 

I wish to state for the record that under instructions of the Secretaries of 
Commerce, Defense, and State, witnesses of these agencies and departments were 
instructed to refuse to testify before the Senate Permanent Subcommittee on 
Investigations, as to essential and material facts and the Secretaries supp 
documents and evidence showing how the decontrol of strategic material was 
acconiplished and why and by whom expert opiniono n the strategic significance 
of these materials was disregarded. I do not call it cooperation when the Secre- 
tary of Commerce can issue the following instructions to his employees: 


“WASHINGTON 25, March 5, 1956. 
‘‘Memorandum. 


“To: All employees. 

“From: The Secretary (Sinclair Weeks). 

“Subject: East-West trade-control hearings before the Senate Permanent Sub- 
committee on Investigations. 


‘‘* * * However, in accord with the principles set out in the attached letter of 
February 20, 1956, from Mr. Hoover, you are instructed not to testify either in 
public or executive closed sessions with respect to any advice, recommendations, 
discussions, and communications within the executive branch respecting any 
course of action in regard to East-West trade controls or as to any information 
regarding international negotiations with the countries cooperating in East-West 
trade controls * * *,” 

It is to prevent such dangerous practices of censorship by Government agencies 
and to ervey their efforts to hide blunders, mistakes, and misdeeds that I have 
urged the passage of my proposal. 


would like to comment on the statement of the Secretary on the quarterly 
reports made to Congress on the administration of export controls. The hearings 
before our subcommittee have demonstrated that such reports, while valuable, 
do not furnish the Congress with full information but only so much as the Secre- 
tary of Commerce is willing to reveal and what is left unsaid is sometimes vastly 


more important than what may be printed. For example, in the reports of the 
Foreign Operations Administration (Fifth Battle Act Report) which relates to 
these quarterly reports, there were statements to the effect that copper and 
aluminum were under embargo. It was found in the course of our hearings that 
this was an untrue statement and apparently made to mislead Congress and to 
conceal the truth from the public. These strategic materials were decontrolled 
and the Soviet obtained vast quantities of copper wire regarded by the Defense 
Department experts as one of the most strategic items, particularly in view of its 
dire shortage in the Soviet realm. This copper went forward to the Communist 
nations at a time when the Secretary of Commerce knew or should have known that 
our own domestic stockpile was being depleted and that copper was being diverted 
because of the critical need in our own domestic industrial field for such copper. 
Yet, these facts were not revealed in the quarterly reports issued by the Secretary 
of Commerce which tied in with the Battle Act reports. 

I feel that I cannot leave unanswered another aspect of Secretary Weeks’ 
letter in which he indicated that responsible parties of his department and other 
departments were willing at all times to appear and furnish in executive session 
on a classified basis full information about deci isions made and actions taken and 
the reasons therefor. 

Full information was not offered. Some information was offered on a classified 
basis and accepted under protest; under protest because there was no sincere or 
bona fide reason for this information to be classified. 

This information was classified not against our potential enemy, the Communist 
nations, but classified only against the American public and the American press. 
The Communists know what strategic materials they obtained and what materials 
they could obtain; therefore, it was no secret tothem. But the same information 
of what materials can and had been shipped to the Communists was and is withheld 
from the American public. 

There is no bona fide reason why the Battle Act List and the International Lists 
of strategic materials should be classified information in the United States while 
at the same time the British Government prints an almost identical list available 
to anyone, including the Communists, for the price of 1 shi 

The of suppression of facts and censorship by Federal agencies is more 
important today than ever. I feel it is imperative that there be no obstacle or 
bloekade henien the facts of today’s world and the American people. Members 
of Congress who have the responsibility for voting appropriations for national 
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defense, for military and economic aid and assistance to our allies, have the duty 
and the right to be informed and to know what action is being taken by the 
executive branch of the Government in this field of operation, 

If the position of the executive departments on suppression of information 
was to prevail, it would mean that they would have the absolute right to deny 
to Congress or the public any information from the executive departments except 
such matters as are required to the public for statute. 

I urge that Congress protect its right to obtain this information by the passage 
of my proposed amendment. 

Sincerely yours, 
Joun L. McCue.uan, Chairman. 


Unitrep States Senate, 
ComMITTEE ON Pusiic Works, 
May 11, 1956. 
Hon. J. W. FULBRIGHT 
Chairman, Internal Finance Subcommittee of the 
Senate Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 


Dear Senator: I have recently received several letters from certain steel 
companies in the State of Pennsylvania bringing to my attention the continued 
high exports of ferrous scrap, and resulting high prices in this country. 

You have undoubtedly received similar letters from the Erie Forge & Steel 
Corp., the Harrisburg Steel Corp., and the Standard Steel Works Division of the 
Baldwin-Lima-Hamilton Corp. Tam enclosing a copy of a letter I have written 
to Assistant Secretary of Commerce for International Affairs, H. C. McClellan, 
which is self-explanatory. 

I understand that representatives of the semi- and non-integrated steel. com- 
panies have recently appeared before your committee in connection with considera- 
tion of the Export Control Act extension. It does not seem to me that the 
Department of Commerce report was very much concerned about the export 
situation as it affects these companies. However, as the figures will show, there 
has been an inordinately large increase in exports in 1955 over 1954 and earlier 
pears, It is also my understanding that current figures indicate the same high 
trend. 


My question is whether this unusually high level of exports is not an “excessive 
drain of scarce materials,” and I am interested that our steel industry is protected 
from the impact of abnormal foreign demand. 

With kindest regards, I am 

Very sincerely, 


Epwarp Marrtin. 


Unitep States SENATE, 
ComMITTEE oN Pusiic Works, 
May 11, 1956. 
Hon. H. C. McCueian, 
Assistant Secretary of Commerce for International Affairs, 
Department of Commerce, Washington 25, D. C. 

Dear Secretary McCuetian: You will remember that I had some correspond- 
ence with you earlier this year on the ferrous scrap situation. At that time a num- 
ber of steel companies in the State of Pennsylvania, particularly semi-integrated 
companies, had written to me protesting the large increase in exports of scrap in 
1955, and the resulting exhorbitant ee 

I am enclosing copies of three letters I have recently received indicating that 
the situation continues to be serious. The compleints are from the Erie F & 
Steel Corp., also the Harrisburg Steel Corp., and the Standard Steel Works i- 
sion of the Baldwin-Lima-Hamilton Corp. 

As you know, the Department of Commerce made an investigation of the ferrous 
scrap problem earlier this year, and while the summary I received did not indicate 
an emergency, it stated that e would continue to be watched. In view of 
seuiebeben a m i ‘ie Dorartmont tajthie ames sat achotine to tinued 

is being given by t is p w con 
high level of exports does not represent a distinct hazard to this important seg- 
ment of our steel industry. 
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I am sending a copy of this letter to Senator Fulbright, chairman of the Inter- 
national Finance Subcommittee, of the Senate Banking and Currency Committee. 
Representatives of the semi-integrated steel industry and the scrap export inter- 
ests have recently appeared before that group, in connection with the extension 
of the Export Control Act. 

With appreciation for your advice, I am 

Very sincerely, 


Epwarp MARTIN. 


Erte Force & Stree. Corp., 
Erie, Pa., April 18, 1956. 
Senator Epwarp Martin, 
Senate Office Building, Washington, D. C. 


Dear Sir: In December 1955, we addressed you soliciting your help in effecting 
a curtailment of the exportation of scrap from the United States to foreign coun- 
tries. This subject has been the topic of discussion in Washington by national 
representatives, as well as being given great publicity in the newspapers and other 
wise. 

In our letter to you, we advised that from January 1, 1955, through July 18, 
1955, we had purchased approximately 13,000 tons of low phosphorus and low 
sulfur carbon steel scrap at an average price of $40.33. In July, prices started to 
increase, because of the great demand for this type of high-grade scrap, due to the 
exportation in huge tonnages of lower grades of scrap used by big production mills; 
so that from July 18 to October 14, 1955, we purchased 6,500 tons of high-grade 
scrap at an average cost of $50.16 and between October 14 and November 7, 1955, 
we purchased an additional 2,610 tons of scrap at an average cost per ton of $52.53, 

from December 2 to December 13, for 3,800 additional tons of similar scrap, 
we ‘paid an average price of $57.62. Since the middle of December, up to the 
present time, we have been able, with great effort, to keep our open hearth furnaces 
in operation by the purchase of the same grades of scrap which we bought a year 
ago for $40.33, at a cost today of $69 per gross ton, and we have been informed by 
suppliers, that the top price has not yet been reached. 

e are firmly convinced that, because of the shortages of the lower grades of 
scrap than that which we purchase, and which shortage is due to the huge export 
shipments, it has resulted in this terrific and unhealthy increase in scrap from 
$40 to $70 per gross ton, and I earnestly beg of you to contact the following men 
and again recommend to them the necessity for restrictions being placed upon 
the future exportation of scrap: 


Hon. Sinclair Weeks, Secretary of Commerce. 

Mr. Wendell B. Barnes, Administrator, Small Business Administration. 
Senator John J. Sparkman, Chairman, Senate Small Business Committee. 
Representative Wright Patman, Chairman, House Small Business Committee. 


I have read a number of reports emanating from Washington that, ‘‘there is 
no shortage of scrap,’’ but it looks to me that there will be a “‘shortage of dollars” 
to buy scrap, if something is not done immediately to correct this situation. 

Very truly yours, 
Matruew F. McCarray, 
Vice President. 


Harrispurc Sree, Corp., 
Harrisburg, Pa., April 30, 1956. 


Hon. Epwarp Martin, 
Senate Office Building, Washington, D. C. 
Dear Str: The Harrisburg Steel Corp. and two of its divisions, the Taylor- 
Wharton Iron & Steel Co., in Easton, Pa., and Highbridge, N. J., are very much 
concerned about the “runaway” price of ferrous scrap which has been a reality 
since January of this year. 
We are rare a member of and dealing through the Semi-Integrated Steel 


Companies Committee in the hope of discontinuing the exportation of this type 
of scrap, our thinking being to conserve this type of raw material in the event 
of a national emergency and this in turn will help to reduce the bidding for ferrous 
material between companies in this country abroad. 

We presume that you are cognizant of the present economies insofar.as the 
present scrap situation is concerned. However, we are quoting below some 
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information which might be of interest and also you might find it convenient to 
pass along to your fellow Senators for consideration. 

No. 1 heavy melting steel scrap as quoted in the April 19 issue of Iron Age is 
$56 per gross ton and the scrap dealers will not sell it to us at this price due to the 
present rising market of scrap; No. 1 railroad scrap is presently selling for as high 
as $71 to $72 per gross ton and the present steel-billet price as quoted in the same 
issue is $68.50 per net ton base and there is probably an average of $7 to $7.50 
in extras. From this, therefore, you can see that small nonintegrated mills, of 
which we are one of the many, will either have to discontinue the melting of steel 
and in some instances go out of business as it is impossible to remain in business 
and compete with the large integrated mills. 

For further information, Iam quoting verbatim a portion of Mr. Eliot Janeway’s 
remarks, who by the way is one of the Nation’s great economists, which informa- 
tion we believe will further inform you as to the inventory picture at. present 
and as anticipated for the next several months: 

(1) Inventory ezhaustion.—In some eases, it’s past the peril point while, overall, 
it’s still out of control. One operation, normally inventorying 90,000 tons, is 
down to 2,000 tons and not able to hold its own. Even at the present price, 
inventory deflation is not being checked. Note that, by inventory deflation, I 
mean not only exhaustion of satisfactory metallics but desperation digging into the 
offgrade dumps which certain operations have been stockpiling since post-Korean 

rice decontrol. Downgrading is a la mode again, and this is an even more brutal 
orm of cost inflation than on-the-table price increases (not least because of its 
hidden threat to furnaces and to mill schedules). 

(2) Inventory rebuilding.—Any earlier hope of it in June is now out of the 

uestion. 
" (3) Blasi furnace failures—Not out of the question. I know of at least two 
being kept in blast by the scoutmaster’s advice to schoolboys, cold showers and a 
rayer. Overdue blast furnaces losses will aggravate the situation, while justified 
ears of same are raising prudent goals for inventory rebuilding. 

(4) The summer production letdown.—F ast being deflated into just another case 
of forecaster’s folly. Steel operations will continue above capacity all through 
1956, and this summer will see a further accumulation of the back maintenance 
burden on the mills. Again contrary to seasonal expectations, mill pressure on 
the scrap market will continue all summer long. 

“Points: 

(1) The strike hazard.—I think it’s worse not better, despite the frank anxiety 
of the mills to buy peace. Sign of the times; GAW—SUP,’ as McDonald calls 
it—is no longer the hazard it was when steel management was cycle-minded, as it 
can’t afford to be today. Main new strike danger; flaunting of the demand for 
premium pay for weekends, when of course—as all steel workers know—=steel mills 
can’t shut down as factories can and do. The scrap shortage is so far gone that 
not even a 4-week strike would normalize inventories and cool off scrap prices. 
Moreover, aftermath of a strike would renew inventory deflations; and the United 
States scrap-hungry export customers could be counted on to anticipate any post- 
strike scrap recovery by doubling their peak rate of Pare during any strike. 
Finally, strike damage to furnaces and aggravation of maintenance burden 


would help accelerated export ra offset the interruption in mill consumption. 


ws now a foregone conclusion t 
uly. 

(2) The price hazard.—The higher scrap Mace now, the higher the steel price 
will be entitled to go at the end of June. Taking $60 to $70 scrap as the cost 
forecaster it is—as both labor and management will (rightly) do—the union can 
justify reaching for the wage it wants by arguing that, if junk is worth twice 
past ‘normalcy,’ value added by labor is certainly worth 10 percent more (and 
this now comes to 20 to 25 cents an hour). Less politically and at the bookkeeping 
level, management can count all the new blast furnaces $60 to $70 scrap will force 
them to build—as well as how much more blast furnaces will cost (all the way 
back to the mine) with scrap stabilizing at this level. 

“*Altogether, scrap prices couldn’t have picked a more costly time to our 
new inflationary spiral. Meanwhile, the trade is continuing to prove that it 
of a runaway market inflates it further. Scrap is duplicating this moral of the 
copper inflation. More fervently than ever, the trade is chanting its slogans 
about, ‘what’s gone up having to come down,’ and the louder it whistles, the 
stronger the wind blows its beliefs out the window.” 

I am also quoting an article which appeared in the Chicago Daily News under 
date of Wednesday, April 18, 1956: 


t a strike would not interrupt mill buying in 
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“BFC said licenses for aluminum scrap exports will be issued for only 4,000 
short tons in the second quarter. This is a reduction of 2,000 short tons from 
the first quarter quota. 

“Exports of clean or contaminated nickel-copper alloy scrap, including monel, 
and clean or contaminated copper-nickel alloy scrap containing 40 percent or 
more copper and 5 percent or more nickel will not be approved, BFC said. 

“BFE said previously such copper-nickel alloy scrap would be exported only 
if it could not be sold in this country. It was not subject, until now, to such far- 
reaching restrictions. 

“The above shows it can be done.” 

From the above excerpts therefore, we believe you can readily see what is 
presently the facts and not conjecture and is 100 percent our feelings as well as 
our friends and competition presently in the steel business. 

What you can do toward having discontinued the present practice of exporting 
all.grades of scrap which presently can be consumed by domestic producers, 
would be most appreciated and we await your remarks and thinking in the 
matter. 

Very sincerely yours, 


Lee Morn, Director of Purchases. 


StanDarRD SteEL Works Division 
BaALDWIN-LiMA-HAMILTON Corp., 


Burnham, Mifflin County, Pa., April 23, 1956. 
Hon. Epwarp Martin, 


United States Senate, Washington 25, D. C. 


Dear SENATOR Martin: On December 19, 1955, we wrote to you outlining in 
some detail the situation in the steel scrap market and its effect on semi-integrated 
companies such as ours. Unfortunately, the situation has not improved; in fact, 
it has continued to grow worse. Last week a sale of railroad specialty scrap 
reached a new high of $72.78 per gross ton. 

You are, no doubt, familiar with Report No. 1998 filed recently by the Com- 
mittee on Banking and Currency with the House of Representatives accompany- 
ing H.R. 9052. In our opinion this report very accurately expresses the condition 
of the serap market in this country today and calls attention to the seriousness 
of the situation facing small producers. We wish to call attention to page 4 of 
this report, and particularly paragraph 4, the last sentence of which asserts 
“Continued increases in scrap-iron prices could put these small producers out of 
business.” 

We are very concerned about the competitive position of the small semi- 
integrated producers in relation to the large mills which are not as adversely 
affected by the scrap market. The Standard Steel Works Division must compete 
on the open market with these large companies and the effort of companies such as 
ours can be placed in jeopardy by conditions which create any further competitive 
disadvantages. 

Much has been said about the profits earned by the steel industry during 1955, 
with the inference that the rising cost-of scrap can be absorbed by most companies 
and:still allow a: reasonable profit. This is very misleading. The spiral in scrap 
prices "did not begin until the latter part of 1955 and beeause of inventories of 
lower priced scrap on hand, it had little effect on 1955 costs. In fact, the full 
effect of these increased costs will probably not be felt until during 1956. During 
the first quarter of 1955, our orders placed for scrap averaged $39.67 gross tons, 
during the second quarter, $39.03; the third quarter, $47.89; the fourth quarter, 
$53.40; January and Febru 1956, $57.20; March, $58.29; and some of our 
April purchases have gone as high as $64. Because of our competitive position 
we cannot adjust the selling prices of our products to compensate for these rising 
costs, 

As you know, from the standpoint of public welfare it is vitally important to 
keep small plants such as ours in operation, both from the standpoint of national 
defense ped employment stability. The Standard Steel Works has been a major 


producer of war material for this country in every conflict in which we have 
ed since the Revolution War. Today weare listed as a prime source of 

spply for ordnance materials by the Department of Defense in case of all-out 
zation. Also, you are aware of the fact that this plant is located in one of 

the sparsely industrialized sections of Pennsylvania in which the people depend on 
this and a few other small _ foremployment. Any disruption or curtailment 


of production adversely affects many hundreds of our citizens. 
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We believe you are familiar with the fact that scrap results from manufacturing 
operations and is not a manufactured commodity; therefore, such increases in 
export as have taken place are sure to affect the economy and result in the present 
upward spiraling prices, which increases are out of all proportion to other price 
advances. During the years 1946 to 1953 scrap exports averaged 233,000 tons 
per year; during 1954, 1.6 million tons; and, in 1955, over 5 million tons. 

We certainly shall appreciate any effort that you and your colleagues may exer- 
cise in protecting the interests of the small semiintegrated steel producers*in this 
country. 

With kindest personal regards, I remain, 

Very truly yours, 
E. W. Thomas, 
Epwin W. THomas, 
Works Manager. 











